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His Cigarette 


Lit up the World! 


Legend has it that a gunner invented the first 
cigarette. As the story goes, one day in 1832 he and his 
battery mates found themselves with plenty of tobacco, 
but nothing to smoke it in. The ingenious artilleryman 
emptied the gunpowder from a tissue paper tube—used 
in those days to prime cannon—filled the paper with 
tobacco, and rolled his own! 


When that first cigarette started a world-wide cus- 
tom... P. Lorillard Company had already been tobacco 
experts for more than 70 years. Established in 1760, the 
makers of Old Golds have helped write the history of 
smoking pleasure. No wonder smoking pleasure means 
Old Golds for millions of Americans! 

Today smokers are buying more Old Golds than ever 
before. 45 months of increasing sales prove it. During the 
first nine months of this year, Old Gold sales were the high- 
est in history—even higher than in record-breaking 1950. 

Nearly 200 years of tobacco experience is the key to 
Old Gold success. It opens up a future bright with promise 
for Lorillard’s fine tobacco products. 


AMERICA’S OLDEST TOBACCO MERCHANTS ¢ ESTABLISHED 1760 
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Leading Products of 
P. LORILLARD COMPANY 


Cigarettes 


OLD GOLD 
EMBASSY 
MURAD 
HELMAR 


Smoking Tobaccos 


BRIGGS 
UNION LEADER 
FRIENDS 

INDIA HOUSE 
Cigars 

MURIEL 
HEADLINE 


VAN BIBBER 
BETWEEN THE ACTS 


Chewing Tobaccos 
BEECH-NUT 
BAGPIPE 

HAVANA BLOSSOM 
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dont YOU 
Gtocks? 


Because you think you can’t af- 
ford to? 

Because you're afraid that 
there’s too much risk? 

Because you think a broker 
won't bother with your $500 ... 
saves his service and his help for 
big customers only? 

Or, because you really don’t 
know too much about stocks or 
how you buy them anyway? 

If that’s how you feel about 
investing, we think you'll want 
to read “What Everybody Ought 
To Know ... About This Stock 
and Bond Business.” 


It’s written for you—a four- 
page pamphlet that answers the 
common questions anybody 
might ask—answers them in the 
plainest English possible. 

If you’ve never bought stocks 
before, we think you'll find those 
answers interesting, helpful — 
yes, and surprising, too. 

There’s no charge for “What 
Everybody Ought To Know... 
About This Stock and Bond Busi- 
ness,” of course. 

If you’d like a copy, just ask 
for our pamphlet on stocks and 
send your request to— 


Department SF-81 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 97 Cities 
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It Takes 500 Tons 


of Equipment for Just 
One Telephone Exchange 


Five hundred tons of equip- 
ment and 62,000 man-hours of 
work are needed to install just 
one 10,000-line Dial Telephone 
Exchange. 

Here’s the story of months of 
work condensed into two minutes 
of reading time. (Bear with us, 
please, if several of the words get 
technical.) 

There are 1800 crossbar 
switches, 4000 multi-contact re- 
lays and 65,000 conventional 
relays. These automatic switch- 
ing mechanisms open or close 
millions of telephone circuit 
paths. 


BELL TELEPHONE SYSTEM 


Fighty miles of cable are needed 
to connect all this apparatus. 
There are 2,600,000 soldered con- 
nections, each one a careful hand 
operation. 

All that is for only one Tele- 
phone Exchange to serve one 
community. At present-day 
prices, the cost runs to $1,500,000. 

The money for these new facil- 
ities must come largely from in- 
vestors who are willing to put 
their savings in the business. 

Only through reasonable earn- 
ings can the telephone company 
attract the new money that is 
needed to do the job. 
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The Trend of Events 


ETHICS IN GOVERNMENT .. . Exposures of public 
scandals have aroused citizens for well over a year, 
presenting one of the most disturbing and pre- 
occupying public issues. That issue is not difficult to 
circumscribe. How can the citizen in his private and 
public role rise to the level of morality demanded 
by a complex and highly integrated society if he is 


confronted in official quarters by conduct that sorely - 


violates any enlightened, or even primitive, ethical 
sense. 

The situation is not improved by any means by 
the curiously limited view which high quarters, in- 
cluding those directly concerned, take of the income 
tax outrage. We well believe that they may be pri- 
vately disturbed, if only for political reasons. But 
what shocks the observer is that the unsavory reve- 
lations have required so much pushing and prodding. 
There is no evidence of a desire to get the full story 
into the open and to take the most drastic steps 
towards reinforcing public confidence, by now badly 
shattered. As it is, the job of exposure depended on 
congressional investigation, local judges and the 
press, though it is amply clear that the high com- 
mand at Washington was uncomfortably aware long 


very sour taste. The people who foot the tax bills 
have been lectured for years about honesty in tax 
returns, and some of them have been subjected to 
rather petty persecution in the case of even minor 
transgressions. Enough chiselers and delinquents 
have been hauled up to instill a deterrent threat. 
But generally, the great army of tax payers has 
done their duty as law-abiding citizens with a rea- 
sonable faith in the tax-collecting system. That 
faith has been badly jolted. 

To have to shoulder another stiff tax hike is bad 
enough, but at least the taxpayers expect to be dealt 
with fairly. Instead, they are now forced to the con- 
clusion that they are being taken for suckers. There 
is strong reason to believe that the American public 
will take a dim view of this, particularly if Wash- 
ington continues to drag its feet on this sorry issue. 


U. S. BUDGET—A HOUSEKEEPER’S NIGHTMARE. .. Just 
about the time the President signed the new bill 
raising taxes nearly $6 billion, Department of Com- 
merce Secretary Sawyer came out with a blast 
against the extravagant manner in which the United 
States budget system operates. He could not have 





ago of the wrongdoing and 
yet lacked the moral courage 
to crack down. That is bad 
enough anywhere. It’s doubly 
bad in a democracy on the 
merits of which we are con- 
stantly so ready to sermonize 
to the rest of the world: 

By now it must have pene- 
trated in Washington that the 
90 million American income 
tax payers are developing a 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


picked a better time for his 
statement, for the American 
people are finally at a point 
where they may be expected 
at long last to show some real 
concern over how their tax 
dollars are being spent. 
Despite President Truman’s 
recent vigorous defense of the 
Federal budget, it is an in- 
controvertible fact that the 
Administration which pro- 
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fesses to a desire for economy, in fact is committed 
to spending on the largest possible scale. So in- 
grained is the habit that even where economies could 
easily be effected as, for example, by reduction of 
the thousands of incompetents on the public pay- 
roll, no action is taken. On the contrary, every ex- 
cuse is found to add to payrolls either by expanding 
existing bureaus or by creating new agencies. 

Secretary Sawyer singles out several examples of 
new agencies as being totally unnecessary. Among 
them he criticizes the creation of the new Small 
Defense Plants Administration whose work, he 
states, could easily be done by other agencies with 
a great saving of the taxpayer’s money. 

The Secretary makes some practical suggestions 
for producing more economical administration. First 
he suggests that Federal departments be permitted 
to keep any money unexpended at the end of the bud- 
get year. By law, funds must be turned back to the 
Treasury. This results in the practice of spending, 
without need, surplus funds that may pile up before 
the new budget goes into effect. The Secretary’s 
proposal, if carried out, would permit bureau heads 
to manage their affairs evenly, without being com- 
pelled, as they are under present circumstances, to 
meet a spending deadline. 

He next proposes that chiefs of Federal agencies 
be given more power to hire and fire than under the 
present cumbersome Civil Service system. This 
would enable the bureaus to replace existing dead- 
wood with efficient workers. He also wishes to see 
bureaus and agencies operating under one appro- 
priation instead of parceling them out piecemeal. 
This would provide, as he states, “a better manage- 
ment job and hold costs to a minimum.” He also 
suggests that when Congress decrees a percentage 
cut in a departmental appropriation, the department 
head be permitted to make the cuts as he deems 
necessary and not, as under present conditions, to 
make an arbitrary cut without reference to actual 
needs. 

We do not profess to know how much could be 
saved by adopting the doughty Secretary’s proposals, 
but all the evidence points to the fact that a size- 
able amount could be saved. If it is indeed necessary 
to pile on billions upon billions for defense purposes, 
at least the American people have a right to demand 
that these immense funds be spent as carefully as 
possible. While the Secretary’s proposals are to be 
commended as a money-saving proposition, he might 
have gone a little further and pointed out that even 
much larger savings could be effected by cutting out 
altogether, or at least substantially reducing, the 
huge sums now appropriated for purposes which 
may have something to do with the politics of the 
“welfare” state, but which in reality have little to 
do with the welfare of the people themselves. 


INVESTMENT TRUST POLICIES ... Analysis of the 
operations of a number of investment trusts reveals 
a rather striking similarity in their present invest- 
ment policies, though at the same time there are 
also divergencies in certain minor respects. Most of 
the leading units in the field have from 60% to 65% 
of their funds invested in common stocks, with the 
balance—apart from a moderate cash reserve— 
placed in varying proportion in government bonds, 
high-grade corporate bonds and preferred stocks. 


The emphasis on equities continues to be a feature 
but it is noteworthy that the percentage held in 
common stocks is now somewhat lower than a year 
ago. One trust had approximately 80% of its funds 
invested in this manner in 1949, but currently only 
about 60%. This is an exceptionally striking example 
of a reduction of common stock holdings in invest- 
ment trust portfolios. There have been reductions in 
other instances but not on such a scale. 

One of the. principal objectives of investment 
trust management is attractive yield from good 
quality common stocks. Under conditions which pre- 
vailed in the early and middle stages of the 1949-51 
bull market, it was possible to purchase high-grade 
stocks at quite satisfactory yields. The latter stages 
of the rise, however, especially from June to the 
middle of October, has had the effect of narrowing 
the dividend return on many of the higher-priced 
shares with the result that they have become less 
attractive for purely income purposes. At the same 
time, the yields on high-grade corporate bonds have 
increased moderately so that the latter are com- 
mencing to compete with common stocks. 

Another factor in causing investment trusts to 
modify their common stock holdings is that they are 
no longer convinced that inflation is inevitable over 
the near or medium term, though many of them do 
not discount the long term inflationary trend in our 
economy. This has produced a feeling of greater 
caution among trust managers, which is now com- 
mencing to be reflected in investment policies. Ac- 
centuating this newer and more cautious attitude is 
the appreciation that the abnormal] features of our 
semi-war economy can produce an adverse change 
in the earnings picture, due to such factors as higher 
taxes and increased costs of operation, in the face 
of an extremely active over-all business situation. 

While investment trust policies with regard to 
common stocks remain fairly uniform under pres- 


ent conditions, there are some differences in hold- 


ing of fixed-income producing securities. In some 
cases, less than 10% is invested in government bonds 
and cash, and in some cases as much as 20%. 
Several of the trusts hold no preferred stocks what- 
ever, and others have as much as 23% invested in 
such securities. Corporate bonds seem to constitute 
a relatively small percentage of total holdings but 
this rate is now increasing as yields on these issues 
become more attractive vis-a-vis common stocks. 

In their bond holdings, investment trusts have 
recently shown an increasing predilection for tax- 
exempt issues, and this is equally true of large in- 
vestors who find the yields on common stocks unat- 
tractive after the taxes are paid. Tax-free issues 
offer such investors an advantage. 

Naturally, the division of funds invested in the 
various categories depends on the objectives of the 
individual trust, some preferring to maintain li- 
quidity, apart from their common stock holdings, 
even at the sacrifice of income; others prefer to 
secure as high a return as possible from non-stock 
holdings. However, since the bulk of funds is still 
invested in common stocks any change in such 
holdings is of major significance. For this reason, 
the reduction of common stocks, though on a minor 
scale up to the present, becomes an important con- 
sideration for those attempting to gauge the under- 
lying investment factors. 
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As 9 See Jt! 


By ROBERT GUISE 


RUSSIA’S MASTER PLAN 


Fux hesitant resumption on Korean truce 
talks has aroused new speculation whether the 
Kremlin, power behind its North Korean and Chinese 
stooges, this time means business or whether the 
United Nations merely face another interval of pur- 
poseless bickering designed to gain more time for 
Stalin to get ready for his next move in his master 
plan to subjugate the 
world. 

It could be that inter- 
national communism may 


“THREE PARTY LINE’ 


threat of Russian force remains, Stalin ordered the 
Chinese to seek a truce. 

China herself of course is an outstanding example 
of conquest by civil war. Russia has tried the same 
in Greece and failed. But she succeeded in making 
satellites out of the Eastern European and Balkan 
countries which now threaten, on Kremlin’s orders, 
heretic Tito with a “little 
war.’ Communist-in- 
spired civil wars are go- 
ing on in Indo-China and 





be temporarily undecided Apes. Malaya; and in Eastern 
just how and when to 0 come AR Germany, the Soviets are 
proceed — after all, the yet ’ vOU HE building an army of Ger- 
: , n YO ; “ 
Korean war did not go ac- A man communists to 


cording to schedule. But 
there is no doubt that 
Stalin’s grand strategy 
remains operative regard- 
less of tactical changes 
imposed by circum- 
stances. The features of 
that strategy have long 
been obvious. Its aim is to 
keep Russia strong and 
conquer the world by pur- 
poseful and progressive 
weakening of the others, 
preferably without firing 
a Russian shot. It is to be 
done by letting the others 
fight on the fringes, and 
to that end the Soviets 
have been assiduously 
building and equipping 
satellite armies East and 
West. Flanked by allied 
armies on both sides, Rus- 
sia thus straddles Asia 
and Europe in a central 
position from which its 
lines of force radiate 
deeply into both conti- 
nents. The other feature is to use communist parties 
as fifth columns to soften the non-communist world. 
The idea is to keep non-communist countries on shaky 
ground between war and peace until they finally 
crumble or lose their will to resist. 

Korea has been a perfect example. It was not until 
China fell into Stalin’s clutches that he ordered the 
North Korean communists to attack South Korea. 
and when they were stopped and defeated, he hurled 
Chinese troops into the war. Though the Chinese, 
too, are now checked, there is apparently no desire 
to use Russian troops to bail them out. While the 
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threaten the security of 
Western Germany. So 
far, Moscow’s little wars 
have produced handsome 
profits, or at least proved 
highly irritating and cost- 
ly to the West. 

The prevailing view is 
that Moscow would still 
prefer to advance its poli- 
cies in the Far East 
by indirect means of 
‘“‘neople’s wars” waged by 
native communists with 
such outside help as is re- 
quired and can be given 
to achieve priority ob- 
jectives. Elsewhere, par- 
ticularly in Europe—in 
countries beyond Stalin’s 
military reach — Mos- 
cow’s weapon is political 
warfare—the specialty of 
the Cominform. There, 
‘ocal communists are used 
to stir up trouble and 
sabotage the constructive 
efforts of the West. 

True, in countries such as France, Italy, and Japan, 
communist parties have lost in numerical strength 
but remain a big factor in politics. Should economic 
conditions deteriorate, they are likely to recoup some 
of their lost strength and almost certainly would try 
to gain control. At the very least, their trouble-mak- 
ing potentialities would be raised. Meanwhile, at 
Moscow’s behest, they are busy spreading communist 
propaganda, promoting strikes and infiltrating com- 
munists into posts of influence. They are increasingly 
active in such trouble spots as Iran and the Philip- 
pines, and latterly alsoin (Please turn to page 154) 
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Major Turn Or Technical Correction? 


Following a four-week stalemate, the scales tipped toward a sharp sell-off in stock prices 
over the last fortnight. The best that we can see, after its completion, is a trading-range 
market. We have previously recommended maintenance of conservative cash reserves. If 
you have them, we advise no further selling now. But a buying policy must be deferred. 


By A. T. 


Sa about four weeks of backing and filling 
in a narrow range, with the “steam” gone out of the 
buying side but with little positive pressure on the 
market, the scales were tipped by a sharp three-day 
selling wave started October 19, after several ses- 
sions of slow recession from an October 15 rally high. 
The latter high, one in late September and the Sep- 
tember 13 high for 1951 to date represented virtually 
a triple top. By Monday of last week, the sell-off 
totalled 13.45 points in the daily industrial average, 
with three sessions accounting for 11.22 points of it. 

That was followed by a small technical rally, after 
which renewed sagging tendencies developed toward 
the week-end, extending the aforecited decline to 

17.84 points. Rails have moved down about in line 


MILLER 


with industrials, utilities to a more moderate extent, 
as would be expected. In the industrial list, the initial 
selling wave was the most general seen in a long time. 
There were variations in performance, of course, but 
on the whole the distinctions were uncommonly small 
as between speculative stocks and better-grade stocks, 
growth stocks and cyclical stocks, war stocks and 
peace stocks, capital-goods stocks and consumer- 
goods stocks. That can hardly remain so more than 
briefly. As the initial shock is absorbed, the market 
can be expected to revert to normal selectivity. 


Where Do We Go From Here? 


The reaction has already cancelled roughly 53% 
of the June-October phase of advance 
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sss INVESTMENT AND SPECULATIVE DEMAND 


in industrials and rails, but it has low- 
ered the industrial average by only some 
6.5% from‘its 1951 high, established in 
an irregular 28-month advance of about 
71% from the 1949 low. In the modern 
regulated and largely investment-domi- 
nated market, purely technical correc- 
tions, unrelated to specific news develop- 
ments, have rarely approached the tra- 
ditional 10% figure; and have most 
generally been restricted to somewhere 
around 5% to 8%. Throughout the long 
rise from the mid-1949 low, the largest 
previous decline in the industrial aver- 
age was 14% in June-July, 1950, but it 
was precipitated by the start of the 
Korean war. 

Even on a technical basis, an appre- 
ciable further reaction is possible, if not 
probable; and should be allowed for. On 
the other hand, trading-range rallies are 
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the best that can reasonably be expected 
125 for the foreseeable future, for no ade- 
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quate basis for a significant renewal and 
extension of the major upward trend is 
apparent. There is, of course, a question 
"WS whether this is merely an intermediate 
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correction ; and only time and market ac- 


i10 tion can supply an answer which is be- 
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yond debate. As we have said, purely 
technical reactions — unrelated to de- 
cisive news developments or changes in 
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27 


the basic factors—do not usually amount 
to a great deal. Obviously, then, the first 
positive test is how this reaction itself 
“behaves”. The further it goes, and par- 
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ticularly if it exceeds any 
prior sell-off in this cycle 
excepting that of June- 
July, 1950, heretofore re- 
ferred to, the more dubi- 
ous will be the present as- 
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sumption of the bull fac- | 190 

tion that it is only a nor- 

mal correction. 180 
A further test will be | 47 

provided, perhaps within 

a period of weeks or of | t6o 

several months, by the 

scope and character of the | %° 

first intermediate recov- 

ery, as distinct from minor | avo 

snap-back rallies. It will 

have to carry the market | azo 


above the previous 1951 
highs, with broad leader- 
ship and impressive vol- 
ume, to prove the case for 
the bull side. That is a tall 
order. 

But the alternative to a 
bull market is not neces- 
sarily an engulfing bear 
market. As we have point- 
ed out before, it might well 
be a fairly broad trading- 
range market more or less 
similar to the limited 
swings which were the 
rule from the autumn of 
1946 to mid-1949 or for 
the better part of three 
years. The economic-finan- 
cial outlook for at least an 
extended time to come is in line with this concept. In 
any event, subscribers who have heeded our advice to 
hold conservative reserves of cash and to emphasize 
quality in stock holdings, are in an adequately com- 
fortable position and under no pressure to do further 
selling on weakness. 
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Some Conditioning Factors 


As is usually so, the reasons which touched off this 
down swing in stock prices are debatable. A market 
made vulnerable by a protracted advance to a his- 
torically high level can always find reasons or ex- 
cuses for a sell-off. Buyers become less willing to bid 
up for stocks; holders become more willing to sell. 
The supply-demand balance gets close enough to 
bring a temporary stalemate in prices, which was the 
case for about four weeks prior to this downturn. In 
such a situation a selling rush starts initially by 
floor traders and other professionals, quickly fol- 
lowed by boardroom traders. Stop-loss orders are 
touched off. By the second day, and subsequently, 
falling prices bring in selling from investors, who 
had been on the fence, to clinch some profits; and 
from the “small-fry” speculating public, which had 
come in late, to reduce over-heavy and vulnerable 
positions. When demand subsides, it never takes 
much liquidation to do a surprising amount of dam- 
age; and whether the great majority of investors sit 
tight is not too material. 

Recent and/or current considerations which have 
been conditioning investment and speculative senti- 
ment include the following: 
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Foreign uncertainties, including the continuing 
Iranian crisis, the eruption of anti-British national- 
ism in Egypt, and the renewal of negotiations for a 
cease-fire agreement in Korea. Renewed softening 
tendencies in the corporate bond market, due to 
rather heavy new flotations and a temporarily tight 
situation as regards the available investment funds 
of insurance companies, as a result of mortgage loan 
commitments. The revelation, in SEC figures, of a 
heavy balance of selling over buying in recent months 
by corporate “‘insiders’’, who are more keenly aware 
of what high taxes are doing to the earnings of their 
companies than is the average investor. 

The visible impact of taxes on third-quarter earn- 
ings in many cases, and prompt declines in the stocks 
in instances where results were much worse than had 
been allowed for. And that factor seems by no means 
fully discounted. A proportionate and pretty general 
lowering of sights on fourth-quarter earnings and 
dividends. Continuing conditions throughout the 
civilian economy which range from no better than 
fair-to-middling down to slack. The continuing rela- 
tively slow pace of the buildup in defense outlays. 
Some general toning down of 1952 expectations as 
regards industrial production, commodity-price in- 
flation, earnings and dividends, with realization that 
large-scale Federal deficit spending will not develop 
before the second half of 1952. More attention to the 
dubious outlook for the economy after the defense 
spending and the record private outlays for new plant 
and equipment begin to taper off. And, finally, in 
recent days, disappointment over the narrow margin 
of the Conservative (Please turn to page 156) 


Ts 













By E. A. KRAUSS 


, of a large arm- 
ament program on a nation’s 
economy inevitably has incisive 
impacts. After all, workers, materials and productive 
facilities must be diverted from their accustomed 
uses and major shifts occur in the composition of pro- 
duction. That alone cannot help but being unsettling. 

The problem today however is intensified by the 
fact that we are engaged in partial mobilization 
rather than an all-out war effort. In the latter case, 
arms come first and the civilian economy gets what’s 
left, or just enough to keep going. That’s what hap- 
pened during World War II. 

Our current defense program, onthe other hand, 
even at its peak will take no more than about 20% 
of our national product; currently it takes no more 
than about 12%. The need of course is speed and that 
brings the mobilizers squarely up against the ques- 
tion of how tough they can get with civilian produc- 
tion without seriously unsettling the economy, how 
much they can cut materials for consumer durables 
without closing plants and creating unemployment. 
For that obviously would never do. 

In a partial defense effort, we can hardly afford to 
put industries out of business, or to promote sharply 
recessionary trends in civilian lines not benefited by 
“he arms effort. Rather, to carry out the defense pro- 
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The Importance of Maintaining 


A Sound Civilian Economy 
—Within the Defense Effort 






















gram successfully, we need not only a stable but 
fairly flourishing general economy—not the least be- 
cause of the Government’s need for maximum tax 
revenues. That means that the civilian economy— 
despite emphasis on the speed-up of arms manufac- 
ture—will continue to bulk large in economic im- 
portance and therefore in official planning. 

Washington is making no secret of this. On the 
contrary, there are indications of official concern 
over the spottiness currently witnessed in the entire 
economy, over the fact that the mobilization impact 
to-date has been far more uneven 
i a than expected. What’s more, this spot- 

; tiness, just now the dominating note, 

| has caught business with inventories 

' unbalanced, demand out of kilter and 

' a rather uneven distribution of ma- 
terials which compounds operating 
difficulties particularly among smaller 
businesses. 

There have been efforts to counter- 
act these influences in the interest of 
avoiding painful dislocations. Curbs 
on certain scarce materials have been 
temporarily relaxed, as have _ been 
credit and mortgage restrictions in 
order to stimulate demand. There 
have been moves to loosen up on loan 
“<< money, a policy reversal forced by 

mounting credit demand in a money 
market tightened by a year-long fight to restrain 
credit. Back of this was not only concern that essen- 
tial borrowers will find it difficult to raise the money 
they need and that interest rates will rise, but that 
overall production may drop if money is too tight. 
Banks will continue to screen loans to hold “specu- 
lative” credit to a minimum but this reversal is 
bound to put the “credit restraint’”’ policy to a test. 

Much thinking, moreover, is concentrated on the 
important field of consumer goods production to 
keep industry going. After all, there are many ma- 
jor producers, and quite a few smaller ones, of autos, 
appliances, furniture and a host of other civilian 
items whose plants and’manpower are not needed by 
the military program. To shut them out by drastic 
curtailment of raw materials would invite serious 
consequences. Already there is rising unemployment 
in Detroit and certain other production centers 
which has led to labor complaints that the military 
is pre-empting too much of the metal supply. Re- 
cently announced cutbacks of fourth quarter pro- 
duction have intensified dissatisfaction on that score. 

Officially, Washington is promising to keep civilian 
production going next year at about the present rate, 
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and that rate is considerably below that prevailing 
during the first half of the year. Still there is no abso- 
lute counting on it. According to recent indications, it 
may be somewhat lower in the first half of 1952. 

Automobile companies for instance will get enough 
metal to make between 930,000 and 950,000 new 
passenger cars in the first quarter. By digging into 
their inventories and using substitutes for copper 
and aluminum wherever possible, they may be able 
to boost their output to about one million units. Even 
granted they can do this, the second quarter is rather 
more uncertain though chances are that no further 
serious production drop will be permitted. The pros- 
pect is that future durable goods cuts will be small, 
for any new cut of consequence in the 60% produc- 
tion rate for passenger cars and 58% for most ap- 
pliances would force some companies, especially 
smaller ones, to close down. 


Production Outlook for First Half of 1952 


According to present indications, then, the first 
half 1952 production potential for consumer hard 
goods may include something like 1.8 million passen- 
ger cars compared with 3.1 million in the first half 
of this year and about the same in the first half of 
1950. Some 1.8 million refrigerators will likely be 
made compared with almost two million in the com- 
parable period this year when output was already 
curtailed for lack of demand. Production of radio 
sets may come to about 4.4 million units as against 
eight million assembled in the first six months this 
year. Output of television receivers may total some 
1.8 million compared with 3.3 million made last year 
in the first half. Proportionate cuts are foreseen in 
other consumer durable goods lines. 

While these are pretty stiff cuts, it still means size- 
able production that, added to substantial stocks on 
hand, will likely prevent anything like acute short- 
ages. What’s more, in the third quarter of next year, 
the Government expects to be able to ease up on 
metal allocations, always assuming there will be no 
worsening of the war danger, no crippling strikes in 
the metal industries, and no set-backs in the sched- 
ules for opening new metal-making plants. 


At any rate, realizing the need for maintaining a 
sound civilian economy, there seems to be a retreat 
from former talk of imposing the so-called “death 
sentence” orders on the use of copper and aluminum 
which would cause the shutting down of many small 
manufacturers for lack of adequate supplies. Cur- 
rent thinking leans towards the alternative of “giv- 
ing everybody something”, that is, enough to keep 
them going. 


Prospects for Building Construction 


In residential construction, too, reasonably large 
activity will be permitted for two reasons: (1) to 
avoid widespread unemployment that would follow 
any unduly sharp curtailment. And (2) to prevent 
inflation of dwelling prices and rents. Thus new resi- 
dential construction of between 800,000 and 850,000 
units will be permitted next year, the goal also set 
for 1951 but already exceeded in the first nine months 
when housing starts totalled 849,000. Shortages of 
metal building supplies may perhaps render it im- 
possible to sustain the planned rate of building in the 
first half of next year, but the thought is that any de- 
ficiency could be made up during the second half. At 
any rate there will be no sensational drop in con- 
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struction activity; overall it should compare quite 
favorably with this year’s, which was by no means 
bad. It was, in fact, surprisingly good. 

Admittedly, current plans for civilian allocations 
are rather fluid, depending on actual military re- 
quirements and the available supply of materials 
which is expected to be bolstered by expansion in the 
metal industries. But another important considera- 
tion is how much cutting civilian industries can 
stand. Meanwhile auto and appliance manufacturers 
will be given production limits higher than their 
metals allotments will support with the idea to force 
use of metals inventories. And the hope is to keep 
metals supplies for most consumer goods from going 
much below half of their pre-Korea consumption. 
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That hope will almost certainly be realized should a 
Korean truce bring some easing of pressure. In that 
event, further cutbacks might be abandoned, even if 
it should mean some delay in arms deliveries. 

Unquestionably, some pinches are ahead, an in- 
evitable corollary of mounting defense requirements, 
and some fields—the less essential ones—may be hit 
pretty hard. On the other hand, too great a disrup- 
tion of the civilian economy is hardly in the cards. 
After all, even if actual military spending should 
reach a peak of some $60 billion annually, that would 
still leave some $270 billion for the civilian sector if 
the gross national product is to be maintained at the 
current level of close to $330 billion. And $270 billion 
is a sizeable slice, exceeding the total gross national 
product of any year but 1950. 


No Guarantee of Prosperity for All 


The necessity to maintain the civilian economy at 
a maximum level feasible under defense schedules 
explains the official concern over the slow recovery 
of business from its summer let-down, over the un- 
even impact of the arms program and the chances 
that the current imbalance may get worse before the 
program gets into high gear. It is realized that a de- 
fense effort of the kind we are engaged in, while 
costly since it calls for the outpouring of huge sums, 
by no means automatically guarantees prosperity for 
all. Yet it is essential to maintain a high degree of 
overall prosperity—and that means a high level of 
production—so that employment and tax revenues 
will remain high. 

In view of the partial nature of the mobilization 
drive, a high production level necessarily precludes 
anything like serious or prolonged slumps in civilian 
goods lines. Such slumps would not only render cor- 
porate earnings a less fruitful source of badly needed 
taxes, but would also reduce the tax take from indi- 
vidual income sources. And the question: Where is 
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the money coming from? already looms large in 
everyone’s mind. 

Underlying the whole problem is the great policy 
question of how fast it is necessary for us to rearm, 
and how much we can spend on arms, without dam- 
aging the country’s economy. There is every evi- 
= that the Government is fully alive to this prob- 
em. 

It stands to reason that impacts of current pro- 
duction shifts, and those still to come, will vary 
greatly among individual industries. Steel and metal 
producers, oil and chemical companies, and others 
whose output is essential to defense, of course will 
have nothing to worry as far as business is concerned, 
though higher taxes are eating into earnings. The 
same.is true of companies largely engaged in war 
production; in their case, profit potentials are addi- 
tionally narrowed by the low-margin nature of de- 
fense contracts. 

Considerable variations, on the other hand, will 
likely occur among civilian goods industries where 
military business can provide little or no offset for 
forced production cutbacks. Here, earnings declines 
could be drastic, depending on how close output will 
approach break-even points. It’s a foregone conclu- 
sion that auto and appliance makers, operating at 
60% or less of their pre-Korea rate, will suffer sub- 
stantial profit declines not only because of lower 
volume, but because of rising unit costs as volume 
recedes. Still, even the reduced output rates as cur- 
rently envisaged should hardly force them into the 
red, except perhaps in the case of marginal concerns. 
And in such cases, more often than not, defense work 
can at least partly compensate. 

In soft goods lines, generally, the problem is one 
of consumer demand rather than supply difficulties, 
and prospects point to a strengthening, rather than 
otherwise, in this area which should contribute im- 
portantly to maintenance of a fairly active civilian 
economy. 

It’s in the consumer hard goods field where efforts 
to keep production going during the defense build- 
up present the most difficult problems, as previously 
outlined. These eftorts are beginning to hit rough 
seas, yet they cannot and will not be abandoned. The 
Government realizes that it cannot cut down civilian 
production to just the exact point where there will be 
enough for all the important defense needs, because 
it cannot cut any industry below the break-even 
point without causing it to shut down entirely. In 
other words, the country must have either virtually 
no civilian production in durable goods at all, or else 
have at least enough so that manufacturers are not 
swamped by their overhead. 


Cutbacks in Essential Programs 


Realization of this has led to cutbacks in metal 
allocations even in fields that were thought to be im- 
mune, because of their essential nature. It has hit the 
electric power expansion program, the oil industry’s 
expansion program and construction schedules of 
new freight cars. Metal supplies for new schools, 
roads and hospitals will be cut rather severely. And 
a 30% cut is sought in general industrial expansion 
programs next year. In other words, everybody, in- 
cluding direct defense and defense supporting indus- 
tries, will have to take some cuts so that civilian 
production can be maintained at an adequate level. 
For without a sound civilian economy, the defense 
program itself would be jeopardized. 
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A Realistic Appraisal of 


HUGE ORDER 
BACKLOGS 





By J. C. CLIFFORD 


Ye volume of unfilled orders on the books of 
American manufacturers, which had already reached 
gigantic figures months ago, scarcely shows signs of 
diminution, though the trends within the industries 
are quite divergent. With monotonous regularity, 
stimulated by the defense program, manufacturers’ 
backlogs are increasing a billion or more a month 
with the figure now above $55 billion whereas they 
were less than half that amount a year ago. 

The immensity of the current order backlog should 
not obscure the fact that the rate of increase is by 
no means uniform. A number of industries, especi- 
ally those in the consumer field facing a glut of in- 
ventories and lessening of public demand, actually 
find their backlogs lower and, in some case materially 
lower than a year ago. It is only among the industries 
which are closely tied to the defense program that 
the very large backlogs will be found. 

Breaking down total unfilled orders at the end of 
August (latest available Dept. Of Commerce fig- 
ures), we find that 90% or $50.4 billion are found in 
the durable-goods industries, and 10% or $5.2 billion 
in nondurable-goods lines. Industries such as steel, 
non-ferrous metals, electrical and other machinery, 
aircraft and transportation equipment are receiving 
the bulk of new orders, and these major industries 
face continued demand on an unprecedented scale 
irrespective of current downtreads in such industries 
as textiles, shoes, floor coverings, home furnishing, 
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television and radio, and 
similar fields. 
The size of the decline in 
unfilled orders among the 
latter groups can best be 
i appreciated by comparing 
figures a few months ago 
with those now current. In 
the former period, they stood 
at $7.6 billion, compared 
with the present $5.2 bil- 
lion. In the same period, un- 
filled orders for the durable 
goods industries advanced 
from $44.3 billion to $50.4 
billion, illutrating the com- 
pletely divergent trends in 
the major branches of in- 
dustry. 

It goes without saying 
that defense orders are the 
dominant factor in building 
up backlogs. However, even 
in this instance, essential 
differences can be found be- 
tween the large and the 
small companies, with the 
former receiving the bulk 
of the business. 

: It is logical that these or- 
tee ders should gravitate in the 
¢ main to the very large cor- 
porations since their huge 
manufacturing facilities of- 
* fer the best assurance to 
harried defense officials of 
rapid and efficient fulfill- 
ment. This is important to 
a Government which is in 
a hurry to rearm. In this 
respect, the present period 
parallels the late war when the bulk of armament 
and related orders went to the large corporations, 
despite the quite often justified complaints of the 
lesser concerns. 

Granted that the backlogs of the great manufac- 
turing companies are very large and likely to in- 
crease, what is the effect on earnings and dividend 
prospects? After all, large unfilled orders cannot 
mean much to the investor unless they can be trans- 
lated into large profits. There is danger that the 
investor looking at the striking size of some back- 
logs (see table) will jump to the conclusion that this 
guarantees very heavy earnings. This is not neces- 
sarily the case as there are many qualifications to 
be considered. In order to achieve a more rounded 
understanding of this phase of corporate activities 
at the present time, we have limited this study to 
the largest of our corporations, those with a backlog 
of several hundred million dollars or more. 
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Peace-Time Business More Profitable 


These companies and, in fact, practically all com- 
panies follow a policy of not segregating their figures 
on unfilled orders in their statements to stockhold- 
ers and the public. For this reason, it is difficult to 
ascertain what proportion is for defense and what 
for normal outlets. This is an important considera- 
tion since normal peace-time business is far more 
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profitable, as a rule, than military business. 

At present, approximately 15% of manufacturers’ 
backlogs are due to government orders so that it 
may be said that, as a whole, existing backlogs still 
generally represent a normally profitable potential 
of earnings. However, the percentage varies with 
the industry. The aircraft industry, for example, is 
devoting approximately 75% of production to de- 
fense orders, the balance going for civilian use. The 
importance of large orders for the airplane industry, 
therefore, must be qualified by the circumstance that 
the bulk of orders filled are of the low margin 
variety. 

The steel industry is not in the same position since 
it is still using the bulk of its facilities for civilian 
needs, though the percentage of defense orders is 
rising as allocations tend to cut down non-essential 
goods production. However, it is probably true that 
‘for some time to come, the ‘steel industry will be 
able to show a somewhat higher ratio of profit on its 
over-all production than airplane manufacturing. 
The same holds true for some of the other great 
capital goods industries such as machinery and 
transportation equipment. 

A huge backlog in itself is only one factor in the 
over-all profit situation. The question of “timing” 
also plays an important role. The fact that a corpo- 
ration has a backlog of half a billion or more, for 
example, does not necessarily signify that the total 
profits from this business will accrue within a short 
period, for it is impossible to gauge whether these 
orders will be spread out over one year, two years 
or more. 


The Leaders in Backlogs 


A few figures will illustrate this point. Douglas 
Aircraft, for example, has a backlog of over $1.3 
billion. At the same time, its deliveries for the first 
six months of 1951 were only $97 million. One might 
conclude from this that on an annual volume of $200 
million, it would take Douglas seven years to fill the 
backlog without respect to any new orders. Such of 
course is not the case. Like the other aircraft com- 
panies, Douglas subcontracts a considerable portion 


of work for parts and equipment which it itself does 
not manufacture, so that more of the backlog is ac- 
tually worked on than would appear from the com- 
pany’s reports. Moreover, the company itself is 
steadily boosting its own production. 

Nevertheless, even allowing for this factor, it 
would seem that Douglas will have to spread its 
backlog out over at least several years so that profits 
will be similarly spread out. Furthermore, some of 
these orders are deliberately planned by the Defense 
Dept. on a long-range basis since this permits it to 
make any changes required for new designs by the 
government’s experts. It is thus possible that for 
such reasons, some of the orders may be cancelled, 
though new ones for different type planes may be 
substituted for them. 

The situation in the steel industry is quite differ- 
ent in this respect. Most mills produce on a delivery 
basis of from four to six months; with very small 
prospects of cancellation. Hence for practical pur- 
poses, the heavy steel backlogs may be considered 
more or less immediate sources of earnings whereas 
the aircraft companies have to wait to turn all 
their backlogs into profits. Bethlehem Steel, for ex- 
ample, which has a backlog of over $1 billion, had 
sales of $876 million in the first half of the year 
which means that the backlog at the beginning of 
the year was filled in the first six months, and was 
therefore turned into profits during that period. 

The machine tool industry is another instance in 
which heavy order backlogs will take several years 
to fill. Present industry backlog is slightly under $11 
billion as compared with about $2.5 billion in 1949, 
the great bulk of the increase being stimulated by 
the defense program. Though defense orders are 
affected by a low profit ratio, the volume of business 
for the machine tool industry is so large that it 
should permit excellent per share earnings for most 
companies in this field. 

One cannot discuss companies with large backlogs 
without including the leader, General Motors, which 
at this writing has a backlog of about $3.5 billion 
mainly defense orders. First half 1951 sales were 
$3.8 billion and total sales for the year will be in 
the neighborhood of $7.5 billion. In this case, the 
normally profitable automobile business is being re- 
stricted under government edict with an obvious po- 
tential effect on profits. Despite the huge size of the 
company’s unfilled orders, the ratio of profit will be 
diminished as defense orders do not carry large per 
unit profits. 

Pullman’s backlog of about $350 million is about 
114 times the total estimated sales for 1951 of 
around $220 million. This company has been re- 
ceiving orders for only a limited amount of arma- 
ments so that virtually its entire output is going to 
non-government outlets. From a profit standpoint, 
therefore, Pullman will derive the maximum benefit 
from its backlog since it will not be subject to the 
narrow profit margins typical of government con- 
tracts. 

General Electric offers an interesting illustration 
of how a major company’s facilities are being pro- 
gressively utilized for direct defense purposes. Nor- 
mally, about 10% to 15% of General Electric’s busi- 
ness is for military purposes. In 1949, it was 18% 
and in 1950, 20%. The company estimates that the 
figure for 1951 will be about 35%. This means that 
an increasing proportion of the company’s business 
is being devoted to less profitable government con- 
tracts, though two-thirds remain for the normally 
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profitable civilian production. The actual backlog of 
General Electric is about $550 million and total an- 
nual sales are at the rate of about four times this 
amount. 

A factor in estimating the relationship between 
backlogs and profits is the renegotiation system 
whereby the Government reserves itself the privi- 
lege of re-examining profits accruing from war-time 
government contracts. With this law still in effect, it 
is quite likely that the experience of World War II 
will be duplicated, when many companies were com- 
pelled to turn back to the Government a portion of 
profits deemed too high. As a matter of fact, during 
the last war a number of companies anticipated this 
difficulty by setting up reserves, all of which points 
up the fact that it may not be as profitable as the 
public generally imagines to do business with the 
Government. Actually, contrary to assertions by the 
Kremlin, our peace-time profits are far more sub- 
stantial—and reliable—than are those of war, hot or 
cold. During the 1941-45 war-time period, profits 
of all reporting manufacturing companies averaged 
only 4.8% on their capitalization, whereas in the 
1936-40 period they were 6.6% and in 1946-50 they 
were 7.0%. 

It must not be imagined from the above analysis 
of the factors entering a proper evaluation of back- 
logs that the growth of unfilled orders is not a 
highly favorable circumstance to the companies 
which are beneficiaries of the defense program. Ac- 
tually, nine out of ten companies in the United 
States are currently devoting some part of their 
facilities to military orders. In some cases, this has 
taken up the slack of hitherto idle facilities, bringing 
about a better profit margin on over-all activities, 
in others, it has brought about an even higher rate of 
production in already heavily taxed plants. In still 
others, such as producers of natural resources, prin- 
cipally non-ferrous metals and petroleum, it has 
furnished a firm price foundation at capacity opera- 
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Companies With Unusually Heavy Order Backlogs 


tions, thus assuring a high rate of profits. 

In cases of companies operating at capacity, the 
inventory problem is no serious obstacle as inven- 
tories are absorbed by the prodigious government 
demand. It is only in consumer industries where high 
inventories have created difficulties. In these cases, 
order backlogs are not expected to increase for a 
considerable period, at least not until the growth of 
defense production, with its attendant higher em- 
ployment, finally commences to exert a more definite 
influence than it has in recent months. 


Profit Margins of Leaders 


From the accompanying table, it-can be seen that 
a company can have a very large backlog of orders 
and continue to have such a backlog, and at the same 
time show comparatively moderate profits. This is 
illustrated clearly by the aircraft companies which 
are showing profits but by no means as large as might 
be imagined from the size of their unfilled orders. 
The Government’s firm policy to hold down the rate 
of profits on all war-contracts is indicated by the 
comparatively low margin of profit for this group, 
ranging between 2% and 4%. 

It is only among the companies whose business is 
still largely civilian in character that the margin of 
profit is seen to be adequate. Thus, Bethlehem Steel’s 
margin in the first half was 5.5%, General Electric’s 
5.8% though the margin here is likely to decline as 
the company increases its percentage of defense pro- 
duction; General Motor’s 7.2% with the same reser- 
vation here as in the case of General Electric, and 
Allis Chalmer’s margin was 5.2%. 

Very large backlogs possess one important virtue 
for the stockholder that should not be overlooked, 
and that is that they enable these companies to oper- 
ate in high gear and thus constitute a source of earn- 
ings for a comparatively long period ahead, even 
though profits may not be (Please turn to page 153) 





Order Net Net 

Backlogs Sales Per 

———(Millions)—— Share 
Allis Chalmers $357 $208.1! $ 4.01! 
American Car & Foundry 340 119.6" 1.08- 
American Locomotive 495 81.0! 1.02! 
Bethlehem Steel 882 876.11 4.741 
Boeing Airplane 1,000 167.8! 2.85! 
Consolidated Vultee Aircraft... 750 226.0 2.504 
Douglas Aircraft 1,335 153.34 4.374 
General Electric 550 1,184.71 6.011 
General Motors : re 3,881.21 3.131 
International Harvester ; f 382 929.46 3.366 
Lockheed Aircraft ; 1,245 98.0! 1.791 
Martin (Glenn L.) : . 414 16.7! 451 
North American Aviation rem 119.98 1.308 
Pullman .. ay ix Lona 350 108.71 2.021 
Republic Aviation 33 a 550 52.21 1.341 
United Aircraft ..... — 1,185 185.81 1.781 





Interim Reports- 








aD 
— - ————_ 1950 —______ 
Net Net Net Net 
Profit Sales Per Profit Div.* Div. 
Margin (Millions) Share Margin Price 1951 Yield 
5.2% $343.6 $ 8.72 6.7% 49 $3.50 7.1% 
a2 147.4° (d) 2.65% 0.3 35% 2.00 5.6 
3.1 138.8 2.78 4.5 19% 1.80 92 
5.5 1,439.8 12.15 8.5 52 4.00 77 
1.8 307.2 10.00 3.5 46\5 3.00 6.5 
2.6 255.8 4.35 4.0 18 1.40 7.7 
3.4 129.8° 6.01° 5.5 57 3.50 6.1 
5.8 1,960.4 6.05 8.8 55 3.25 6.0 
7.2 7,531.0 9.38 11.0 50% 4.00 ri 
5.2 942.6% 4.72% 7.4 33 2.30 7.0 | 
4.1 173.3 3.23 4.1 22" 1.75 7.8 
3.0 40.1 2.76 7.8 16 
3.7 143.0" 2.35" 5.6 15% 1.25 8.1 
4.0 170.5 4.49 5.7 45% 4.00 8.8 
2.6 57.7 2.34 4.1 14 75 5.3 
3.4 269.6 3.73 49 3012 2.00 6.5 





*—Indicated or estimated. 
(d)—Deficit. 

1_—6 months ended June 30, 1951. 
*—Year ended April 30, 1951. 





3—Year ended April 30, 1950. 
4_9 months ended Aug. 31, 1951. 
5—Year ended Nov. 30, 1950. 

6_9 months ended July 31, 1951. 


8—9 months ended June 30, 1951. 
9—Year ended Sept. 30, 1950. 
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a ce | Safety Factor for Dividends 


further enable companies 
to finance capital outlays 
without adding to debt, 
Thus while the question 
of adequacy of deprecia- 
tion charges may not be 
solved, the current piling 
up of depreciation re- 
serves should certainly 
constitute a_ stabilizing 
factor in corporate fi- 
nances. 

Such piling up was in- 
evitable if we consider 
that expenditures for 
plant and equipment in 
the years 1946-51 inclu- 
sive will aggregate some 
. $108 billion, all of which 
will have to be currently 
amortized on top of pre- 





In Corporate 
Bs Expansion 
Programs 








By WARD GATES 


Wren studying corporate reports, one cannot 
help notice the way depreciation accounts have been 
stepped up in recent years. In the midst of the de- 
bate that has been raging over the question of inade- 
quacy of current depreciation charges to provide for 
replacement of fixed assets at prevailing high costs, 
depreciation allowances as well as accumulated depre- 
ciation accounts have risen strongly, not so much be- 
cause of a change in depreciation policy as permitted 
under “accelerated depreciation” but mainly because 
of the tremendous property expansion which has 
taken place in postwar years and still continues. 

Depreciation and depreciation policies have al- 
ways constituted important profit factors and will 
continue so more rather than less in the future, for 
several 1cusons. One is that where emergency amort- 
ization is permitted over a five-year period, it will 
reduce reported earnings but will also cut taxes and 
permit increased profits later on. 

Another is that regardless of the type of amortiza- 
tion, depreciation charges and reserves have grown 
so much that they are providing corporations with 
a large and steady flow of tax-free cash. Heavy ac- 
cumulations of such funds doubtless should better 
enable companies to maintain their dividends in com- 
ing years, even should earnings decline; and should 
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—WHERE HEAVY DEPRECIATION CHARGES MINIMIZE 
TAXES AND BUILD CAPITAL 


viously existing plant 
investment. Where, lat- 
terly, accelerated amorti- 
zation is granted, the 
step-up in appreciation 
charges is even more im- 
pressive. Just how the 
latter have grown over 
the years is readily shown 
by some comparisons. 
All manufacturing cor- 
porations in 1948 charged 
off some $3.2 billion for 
depreciation and deple- 
tion. In the first quarter 
of 1951, such charges had 
risen to an annual rate of 
about $4.1 billion. The 
grand total is of course 
considerably higher and 
probably amounts to 
about $6 billion annually 
if we include corpora- 
tions other than manufacturing concerns. That’s 
almost equivalent to the 1940 net income of all 
U. S. corporations which came to $6.4 billion, 
about half of the 1946 net income and well over a 
quarter of last year’s net income of $22.4 billion. 


Sound Depreciation Policy Aids Dividends 


In weighing the significance of these figures, one 
must bear in mind that allowances for depreciation 
or depletion in the main involve bookkeeping adjust- 
ments which tend to build up cash resources unless 
or until they are utilized. Barring the latter, the re- 
sult is to improve treasury positions which in turn 
is bound to enhance dividend stability. 

This factor was largely responsible for industry’s 
ability to pay dividends in excess of reported net 
earnings during a number of vears in the 1930s. De- 
preciation charges continued inflexible in that period 
of low earnings while capital outlays were cut to the 
bone or entirely dispensed with, thus cushioning the 
strain on working capital imposed by dividend dis- 
tribution. 

Additionally, the tax saving is by no means negli- 
gible. While in almost every instance depreciation 
charges today are materially higher than a few 
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years ago, the tax saving is often big enough to ab- 
sorb a substantial part of the impact on earnings. 

To appreciate fully the rising importance of de- 
preciation, a glance at what’s been going on with in- 
dividual companies is in order. Some of them are 
depreciating their postwar additions to property ac- 
count at rates higher than those permitted by exist- 
ing depreciation tax rules. To the extent that this is 
the case, no tax saving accrues, since excess depreci- 
ation is not tax-free. It does however swell deprecia- 
tion reserves even more, introducing an additional 
element of financial strength. 


U. S. Steel’s Large Depreciation Reserves 


Take U. S. Steel, which has been depreciating with 
a vengeance. Last year it charged for “wear and ex- 
haustion of facilities” the amount of $143.9 million 
or about 4.2% of gross property account of $3.19 
billion. In 1947, depreciation charges were only $114 
million and in 1941 only $98.6 million. The 1950 de- 
preciation allowance compared with the company’s 
Federal tax bill of $234 million, with reported net in- 
come of $215.5 million, with common dividends paid 
of $92.7 million and with retained earnings of $97.6 
million. Clearly, such comparisons demand more than 
casual attention when studying the depreciation 
factor. 


To complete the picture, it might be added that at 
the end of 1950, the company’s accumulated depreci- 
ation had grown to $1.8 billion compared with $1.34 
billion in 1942. Of equal interest should be the fact 
that in 1950, depreciation charges were by over $24 
million or some 20% higher than in 1949. In 1951, 
again, they will be higher than in 1950. For the first 
half year, they came to $78.4 million against $72.9 
million in the same 1950 period. 


Johns-Manville has spent substantial amounts for 
postwar expansion of facilities with the result that 
between 1947 and 1950, the gross property account 
rose from $96 million to $121 million, a gain of some 
26%. During the same span, depreciation reserves 
rose only 20%. What’s most significant, however, is 
that whereas in 1947, annual depreciation and deple- 
tion charges were $3.5 million, by 1950 thev had 
risen to over $7 million or by 108.4%. 





The $7 million charged for depreciation and deple- 
tion against last year’s earnings amount to 6% of 
the gross property account against a corresponding 
ratio of 3.6% in 1947. They amount to almost one- 
third of reported net income and compare with $11 
million paid in dividends and a slightly larger 
amount reinvested in the business last year. Between 
1949 and 1950 alone, annual depreciation and deple- 
tion charges rose aimost $2 million or some 36%. 
But this additional charge against earnings is rela- 
tively insignificant in the light of the rise in profits 
largely made possible by the expanded facilities. Sales 
soared from $162 million in 1949 to $203 million in 
1950 and net profits from $14.3 million to $22.8 
million, the latter a gain of some 58%. It proves that 


‘outlays for expansion can pay off handsomely despite 


higher depreciation charges. In this particular in- 
stance, pre-tax earnings can drop a great deal before 
such charges begin to encroach seriously on divi- 
dend potentials. And doubtless, should earnings de- 
cline, the depreciation ratio could always be reduced 
somewhat. 

DuPont is another interesting case in point. Be- 
tween 1947 and 1950, its gross property account rose 
40% from $688 million to almost $964 million. Total 
depreciation reserves during the same span advanced 
53.7% to $502 million, and annual depreciation 
charges against earnings advanced 114.3% from 
$33.9 million to $77.5 million. The ratio of annual 
charges to gross property account advanced from 
4.9% to 8%. 

In 1950 alone, the depreciation reserve gained by 
$58 million and depreciation charges against earnings 
by $5 million. The sharp expansion of all these 
items comes as no great surprise, however, if one 
considers that the company’s construction expendi- 
tures during the 1947-50 period totalled fully $431 
million. Still, last year’s depreciation charges came 
to roughly 40% of operating income, representing a 
substantial deduction for this particular cost item. 

General Electric is another company which under- 
took sizeable postwar expansion and improvement 
of productive facilities. During the years 1947-50, its 
gross property account rose almost 25% to $680 
million; total depreciation on the other hand ad- 
vanced only about 19% to $403 million but its annual 
depreciation allowance (Please turn to page 152) 












































ae -_— anita 
Property and Depreciation Accounts of Selected Companies 

Ratio of Annual 

Gross Property Total Accumulated Annual Depreciation Charge 

Depreciation Depreciation Allowance to Gross Property 

1947 1950 % Change 1947 1950 % Change 1947 1950 % Change 1947 1950 

(Millions) (Millions) ——(Millions)— 

American Brake Shoe ............. $ 55.61 $ 64.91 +16.7% $ 246° $ 28.72 +166% $ 2.2 $ 2.7 + 208% 46% 47% 
ME NIE, Socr5 cos Sax erevscotet ya csadeeeeut 159.9 262.4 -+64.1 56.3 92.5 +64.4 13.5 19.9 + 47.4 8.4 7.6 
Du Pont patti 688.0 963.7 +40.0 326.4 502.0 -+53.7 33.9 FAS +114.3 4.9 8.0 
General Electric .... Smtr: ae 679.9 +248 338.0 403.4 +19.3 31.7 51.2) + 61.5 5.8 7.5 
Gillette Safety Razor.................. 10.4 8.4 —19.1 3.5 3.5 Y 1.0 + 42.7 7.0 12.6 

Goodyear Tire & Rubber............... 295.5 352.4 +19.2 184.0 227.0 +23.3 13.6 20.1 + 47.7 4.6 be | 
Johns-Manville ..........0.000000. 96.0 121.1 +26.1 43.2 51.8 +20.0 aa 7.2 +108.4 3.6 6.0 
Jones & Laughlin Steel................ 366.6 462.6 +26.1 190.9 211.1 -+10.5 13.1 20.7 + 58.0 3.6 4.4 
Monsanto Chemical .................... 129.6 166.2 -+28.2 45.6 63.9 -+40.1 5.3 12.0 -+126.4 4.1 72 
Phillips Petroleum .... . 592.3 833.8 +40.7 301.8 369.4 +12.4 34.6 52.3 + 51.1 5.8 6.2 
Radio Corp. of America...... 114.7 155.7. +35.7 55.6 68.3 -+22.8 3.5 8.8 +125.7 3.0 5.7 
Republic Steel eet cy cadawseae 487.3 570.2 -+17.0 250.0 309.9 +23.8 18.9 29.2 + 54.4 3.8 $.1 
Standard Oil of Callif................... 1,098.2 1,503.7. +36.8 492.2 651.2 +32.3 44.9 75.2 + 67.5 4.0 5.0 
Union Bag & Paper..................... 37.5 52.6 -+40.2 18.4 21.4 +16.2 1.1 2.6 +1363 3.3 3.3 
Re GOT Hs sc ctezevcee cis sciinctsvsoctimace 2,724.9 3,192.7 +171 1,784.4 1,806.1 + 1.2 114.0 143.9 + 25.4 4.2 4.5 
1_Includes emergency facilities. 2—Includes emergency amortization. 
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CONGRESSIONAL ACTION AND POLITICS 


By E. K. T. 


EXAMINATION of the record of congressional action, 
and inaction, in this calendar year is rich food for 
thought among the political forecasters. Opinion is 
about equally divided whether the Administration 
won or lost—in the political sense. President Truman 





WASHINGTON SEES: 


All commentaries on the work of the congres- 
sional session just ended are heavily overtoned 
with dollars, literally billions of them. The first law 
of political survival—Favor all appropriations, op- 
pose all taxes’’—was a guiding tenet to many of the 
lawmakers, and it was fortunate for the taxpayer 
that it was observed at least in part. The tax bill 
could have been three times its final size, would 
have been if the White House had its way. 

Congress defeated Mr. Truman’s first tax bill 
asking for 16 billion dollars without even discuss- 
ing it or voting on it. If there was a Capitol Hill 
voice favoring the measure it must have been a 
weak one. As a result, Treasury Secretary John 
Snyder was dispatched to the meeting rooms to 
fix a new figure of 10 billions, and even then the 
Administration must have regarded the sum as the 
asking figure in a legislative horse trade. The final 
result just about halved the amount and despite 
protestations from the White House it probably 
isn’t very much less than the President actually 
expected would be voted, especially after the 
shocker of house action rejecting a conference re- 
port harmonizing the expressed wishes of the two 
branches of congress. 

The house back-tracked and approved the con- 
ferees’ actions but the incident is far from forgot- 
ten. A rundown of the list of members who engi- 
neered the original balk shows the birth of a new 
coalition (not destined to be a long lived one) of 
strict conservatives and extreme “liberals.” They 
sought to have the bill rejected for totally opposite 
reasons: the conservatives saw it as another blud- 
geon to club the taxpayers already paying a dis- 
proportionate share of the Treasury revenues; the 
“liberals” thought the same group was being let 
down too lightly, that loopholes weren't plugged. 








is an extremely skillful politician who has demon- 
strated an ability to turn defeats into assets. And, 
by the same token, he is agile in sidestepping the 
arguments as to why he lost a given cause. For 
example, how can one defeat the argument that more 
medical and hospital service should be within the 
reach of every family? And that, Mr. Truman will 
contend, is the national health bill, rejected by con- 
gress despite his pleadings. 


ADMINISTRATION spokesman will “point with pride” 
to attempts to roll back prices on the necessaries of 
life, and the fact that an opposite result has come 
about will invite the inference that opposing ob- 
jectives are responsible. It would be an insult to the 
intelligence of Administration supporters in con- 
gress to suggest that they actually believed the 
President’s civil rights code centering about the 
FEPC stood a chance of enactment. But in the popu- 
lous centers there are basketfuls of votes involved 
in the issue whether the White House incumbent puts 
on a good act of sponsorship and advocacy there. 


CONGRESS may have outsmarted itself on actions de- 
feating the President’s purposes in fields which are 
constitutionally within the realm of the Chief Execu- 
tive. Even his closest friends have been telling the 
President that he has been somewhat less than care- 
ful in the choice of public officials, including some 
members of the judiciary. Senate rejections have 
been more numerous since Mr. Truman went to the 
White House than during any earlier comparable 
time. In fact they have been so numerous as to sug- 
gest that congress is trying to usurp the powers of 
the Executive “picking on” Mr. Truman. 


GREATEST outcropping of congressional sleuths in 
history made investigation a 2 million dollar in- 
dustry and may have had opposite effects on the 
probers in some instances. Undoubtedly, the theatri- 
cal extravaganza staged by the senate crime investi- 
gators placed Senator Estes Kefauver near the top 
rung of his party and was pointed to with pride by 
his fellow Tennesseeans. On the other hand it may 
cost Kefauver’s successor, Senator Herbert O’Concr 


of Maryland, his job. Up for election next year, § 


O’Conor finds himself bombarded with complaints 
he should have stayed at his proper work. 
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Senator Taft's "coming out party" didn't have 
the electrifying effect a Presidential candidacy state- 
ment from, say, General Eisenhower would have for the 
Simple reason that it surprised no one. But the Ohioan 
was in a political dilemma: he knew announcement would set 
him up as a target for all prospective rival camps; still 
he was aware he couldn't continue his active campaign -- 
for that is what it has been -- and continue to give coy 


replies to direct guestions from leaders he must count 
on for help. 



































On the record, Taft hopes his announcement will 
smoke out other actual candidates. There will naturally 
be a long parade of "favorite sons," republican governors 
whose delegations will support them on the first ballot, 
but it is doubtful that those who will put on a real fight 
in the GOP convention will toss hats into the ring. Except 
for Harold Stassen, the others have been making no moves 
bearing the unmistakable label of campaigning. The Taft 
formal entry didn't result in a mad rush by king-makers to get on the bandwagon 
although all conceded his fitness for the high office. Politicians have been burned in 
the past by too-early association with a candidate. The candidate in many such situa- 
tions was Taft! 





























Amusing sidelight (to all except the Taft headquarters) is the great concern 
over the title "Mr. Republican" which has been awarded the Ohio senator, much to his 
delight -- up to now. It could be extremely helpful; it could be politically fatal. In 
the pre-convention days and when the delegates are battling it out, "Mr. Republican" is 
a valuable label to be wearing. But his advisers are looking beyond the convention, 
see their man as the party's nominee, and picture him campaigning, as he plans to, in 
the tier of southern states. Rolling Al Smith, Tammany Hall, the prohibition repeal 
movement, Harry Iruman, and the FEPC civil rights program into one, the choice between 
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politicians to make. 





The course of government will be Somewhat changed by the Taft announcement. 

His campaign, it seems, will be made on three points: corruption in federal office, 
tendencies toward socialism, and errors in foreign policy. The latter probably will 
be the major line of attack although it appears likely that Senator McCarthy is going 
to be forced to carry the load on his communism charges if he wants them to figure. 
Senator Taft won't have easy sailing in his attack upon the State Department's methods. 
Neither he nor his party can control the strings there; many things could happen to 
benefit the democrats and their nominee who, by every present count, is Harry S. Truman. 
































The San Francisco peace treaty signing was a complete State Department victory, 
boosted the stock of President Truman and Secretary Acheson. The Ottawa meeting on the 
Atlantic Pact helped fortify the Administration's argument that the global situation is 
well in hand. Nationality groups are pleased with the receptions and exchanges of 
cordiality given political leaders from their home lands. The "socialism" issue is a 
natural, and hard to combat; corruption in public office seems probable by mere refer- 
ence to the daily newspapers. And it has won elections before! 









































Labor publicists, avid readers and fluent quoters of Federal Trade Commission 
Statistics which give support to their drives against "big business," seem to have over- 
looked one of the more recent announcements from FIC's statisticians. In any event, the 
usual publicity was missing. The Commission said in simplest possible language: "During 
the second quarter of 1951, profits of U.S. manufacturing corporations continued the 
downward trend begun at the end of 1950. "In the same quarter, for the fifth consecutive 
three-month period, manufacturers sales increased to record levels." But here's the 
clincher that must have caused the laborites to look the other way: "The lower profits 
reflected higher costs and expenses." 
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Probably because there are problems nearer to home, the British election 











created little man-in-the-street interest. It's a top priority consideration, however, 
in the higher levels of diplomatic and economic thought in the federal buildings. The 
wide edge usually given the conservatives seems to be narrowing. Winston Churchill, 
rallying post of his party, has been relatively inactive ; could be he was saving steam 
for a grand finish to sweep the labor party out of office. Lack of real interest on this 
Side of the Atlantic could stem from the fact that the two contesting parties seem to 
be fundamentally agreed on basic problems. 





























Out on the range, where the issue after all really is settled, the beef out- 
look is improving. It now appears that the number of cattle to be fed this season may 
be as large, or larger, than last year. That is based on Department of Agriculture 
figures. Large feed grain supplies, together with a new corn crop which is the fifth 
largest on record, assures the high level of feeding. And movement of cattle into the 
corn belt feedlots since July is the third largest on record. September movement was 
the second largest. 























There's still talk, but no action, on the proposed merger of the National Pro- 
duction Authority and the Defense Production Administration. Little would be lost by 
such a joiner, much gained; they're overlapping at numerous points, and money is being 
needlessly spent, say the congressmen who favor amalgamation. Many businessmen have 
wasted time corresponding with one on business which ultimately was found to be within the 
jurisdiction of the other. It doesn't make for good feeling, cooperation. 





























As now constituted DPA is responsible for programming, the determination of 
requirements for the rearmament program, and the basic split-up of materials among the 
many claimants. NPA is the top operating agency in the control program and has most 
of the industry operations under its wing. Iwo committees of congress have proposed 
merger; so, too, have Secretary Sawyer and NPA Administrator Fleischmann. But DPA 
Administrator Charles E. Wilson says "no," and what Wilson says goes today with the 
White House. 












































Some action appears likely to follow the interminable talk about overlapping 
federal and state (including municipal) tax jurisdictions. The House has approved 
H.Res. 414, authorizing the ways and means committee to investigate duplication in 
those areas. The resolution provides for a report and committee recommendations before 
adjournment of the present congress, January 1953. The agitation for better demarca- 
tion of boundaries has been going on for more than 15 years. This is the first legis- 
lation enacted to cope with the situation. States and cities would settle for the 
right to take all liquor taxes. Congress will not. 





























While the federal legislature doesn't appear to be in any mood to give up its 
taxing prerogatives, it must be said that there isn't any apparent disposition either 
to extend them. The threat of federal taxation of municipal bonds seems to have dis- 
sipated. Following action earlier this year by the House Ways and Means Committee in 
refusing to recommend such taxation, the Senate Finance Committee reported without in- 
clusion of such a levy, and no attempt was made to get the proposition into the Revenue 
Act by amendment. This, it would seem, is a significant declaration against the tax in 
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The manpower shortage which has been growing will continue for the remainder 
of this year, the Department of Labor warns. The agency has made a study which it 
labels manpower under "partial mobilization," but it is a significant study, a forecast 
of things to come. For example, the departmental analysts concede the full impact of 
the defense program is still ahead; that defense industries, even at this late date, 
are only in the planning and tooling-up stages. Most striking prognostication: 
"Defense employment and related activities will demand 2 million workers more by the 
end of the second half of 1951, and 2.5 million additionally in the year 1952." That 
unemployment will be heavy in the transitional stage is freely acknowledged. 
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fires of the hot 
war have been 
burning high in 
Korea, the de- 
velopment of the 
past few months 
have also dan- 
gerously fanned 
the smouldering 
fires in the Near 
East, which 
threaten to set 
off a conflagra- 
tion that would 
be far more seri- 
ous. For this 
time, instead of 
a small Asian 
peninsula off the 
beaten path, there would be involved one of the key 
areas of the world linking three continents, an area 
ee half of the proven oil reserves of the 
world. 

The saying “who controls the Near East, controls 
the world” probably goes back to the time of Alexan- 
der the Great. It is still true today. The control of 
crossroads of the “world island,” to borrow Sir 
Halford Mackinder’s phrase, continues to be a prime 
requirement for world power. If another world war 
should come, whichever side controlled the Middle 
East would have a head start on the way to victory. 

The “Middle East” or “Near East” is an area 
about the size of the United States and Mexico com- 
bined, inhabited by about 100 million people. As 
the term is usually used, it includes the six Arab 
League States (see the accompanying table) Egypt, 
Syria, Lebanon, Iraq, Jordan and Saudi-Arabia, also 
numerous Arab sheikdoms such as Kuwait, Muscat, 
Aden, Oman, and Bahrein, mostly British protecto- 
rates, the modern republic of Israel, and the ancient 
theocracy of Yemen; also Turkey which is Moslem 
but part Mongol and part Caucasian, Iran and Af- 
ghanistan which although Moslem are inhabited by 
people linguistically and racially allied to the Euro- 
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.-- Lhe Erupting... 
Middle East 


— How will it affect the United States 
and the West as a whole? 


By V. L. HOROTH 















peans, and final- 
lv the British- 
Egyptian condo- 
minium of the 
Sudan which 
connects the 
Middle East 
with the heart 
of Africa. As the 
center of the 
holy area of 
Moslemdom, the 
influence of the 
Middle East 
with its increas- 
ingly hostile 
temper toward 
the West and its 
nationalistic and 
social ferment, 
extends to some 200 million other Moslem peoples, 
from the Moroccans and the Haussas along the west- 
ern fringes of the Sahara to the Indonesians and the 
Philippine Moros in the Far East. 

It seems that nationalist extremists are forcing 
the hand of most of the Middle Eastern governments. 
The assassination a few days ago of the Pakistan 
Prime Minister, Liaquat Ali Khan, removed, as the 
Christian Science Monitor worded it, ‘“‘an invaluable 
steadying influence from a high-strung nation whose 
coming into being has added considerable fuel to 
Moslem passions and ambitions.” The object is to 
force Pakistan to act more boldly toward India in the 
Kashmir dispute. 

A few days prior to that, Egypt’s Premier, the 
leader of the liberation (Wafd) party, Nahas Pasha, 
proclaimed the Egyptian king Farouk as the sole 
ruler of the Sudan, and defiantly abrogated the 1936 
Anglo-Egyptian treaty under which both the British 
and the Egyptians guarded the Suez Canal. Since 
then, bloody clashes have taken place between the 
British and the Egyptians. The British evicted 
Egyptian officials from the Sudan and, in return, 
Egypt threatens to embargo cotton shipments to 
Lancashire mills. The important flow of trade be- 





tween the two nations may suffer. 


At about the same time that Cairo was blasting 
the British, the perennial Premier of Iraq, Nuri es- 
Said Pasha, regarded as a friend of Britain, pro- 
posed that the Anglo-Iraqi treaty of 1930 which pro- 
vided for the use of important airfields near Bag- 
dad, be revised. Meanwhile the Sheikh of Kuwait, 
a small British protectorate at the head of the Per- 
sian Gulf, literally floating on an enormous pool of 
petroleum, is pressing the Anglo-Iranian and Gulf 
Oil Corporation to boost his royalties to about 
= a day. The sheihkdom has about 170,000 
people. 


Violence in Middle East 


Last August, an assassination by an ultra-nation- 
alist removed another man of steadying influence in 
the Middle East, King Abdullah of Jordan, ap- 
parently because the latter favored a compromise 
with Israel and was willing to let the British use 
his country as a mid-Eastern base, in return for sub- 
sidies, of course, for Jordan is a poor country. The 
cold war between the Arab states and Israel is still 
very much on, to the economic detriment of all con- 
cerned, for Israel has become a thriving industrial 
center that could profitably exchange its manufac- 
tures for raw materials and foodstuff surpluses of 
its Arab neighbors. Instead, the blockade is still in 
effect, and any outside corporation investing in 
Israel is blacklisted by the Arab nations. Meanwhile, 
however, three of the Arab states, Egypt, Syria, and 
Iraq, while united against Britain and Israel, are 
also busily plotting against each other, each trying 
to annex little Jordan. 

Last spring, an ultra-nationalist gun ended the life 
of another moderate, Iran’s Premier Razmara, and 
brought to the fore the erratic demagogue, Premier 
Mossadegh, who by refusing any compromise with 
the West is almost deliberately bringing about eco- 
nomic chaos in his country, thereby playing into the 
hands of Moscow. The high-handed manner in which 
the Iranian nationalists expropriated the British- 
developed industry was a blow to those who have 
been urging the Point Four Program for underde- 
veloped areas. 


But this is by no means a full account of the grow- 
ing turmoil and anti-western feeling in the Middle 
Eastern area. In Lebanon, where bitter strife is 
going on between capitalist-minded nationalists and 
socialistic reform groups, Premier Riad es-Solh was 
assissinated last year. In Syria about two years ago, 
four Premiers were assassinated within less than 
a 12-month period. 


Nationalism Fanned in North Africa 


The U. N. plan for the step-by-step independence 
of the former Italian colony of Libya has been bit- 
terly attacked by Egypt which is charging that it is 
a scheme rigged up by Britain to keep Libya tied to 
her apron. There are important American airfields 
in that country. The prospect of an independent 
Libya is fanning nationalism in the French North 
African possessions, Tunis, Algeria and Morocco. 
The Istiqlal movement for the immediate independ- 
ence of French Morocco is probably the best organ- 
ized, and at one time had the support of the Sultan 
himself. The French contend that the movement is 
directed by the communists and have enlisted the 
aid of the Muftis and the great feudal chieftain of 
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the Berbers, Glaoui Pasha of Marrakesh, to opppose 
it. Since we are building a network of airbases in 
Morocco, whatever happens there will weaken or 
strengthen the plans for the defense of Western 
Europe. 


The only country that seems to be politically and 
socially stable is Turkey which, as we pointed out in 
our last issue, is making genuine progress toward 
adopting Western democratic ways. Economically 
there is much to be desired, but private enterprise is 
being encouraged and Turkish “etatism,” an indi- 
gent type of totalitarianism, is being limited to cer- 
tain industries only. 


Collusion With Communists 


One could wind up this far-from-complete account 
of the growing turbulance in the Middle East by 
mentioning the chief political trouble maker, the 
former Grand Mufti of Jerusalem, Haj Amin el 
Husseini. Once in the pay of Hitler, and now hailed 
by Moscow as “a great Arab liberator,” the Grand 
Mufti is now collaborating with the communists in 
keeping the Moslem world stirred up, each hoping 
to benefit by it. 


In the end, one cannot help asking: what’s wrong 
with the Middle Eastern people? Why are they al- 
most deliberately playing into the hands of the 
Kremlin, when it is known from German Foreign 
Office documents pertaining to the Russo-German 
Pact of 1939 that Mr. Molotov stipulated that the 
“area south of Baku and Batum in the general direc- 
tion of the Persian Gulf is to be recognized as the 
center of the aspirations of the Soviet Union?” 


To understand why the Moslem world, and more 
particularly the Arabs and the Iranians, behave as 
they do, one must recognize above all that they are 
being catapulted from the Middle Ages into a mod- 
ern era. They are going through not one revolution 
at a time, but three: political, economic and social. 
Three decades ago, most of the Mid-Eastern coun- 
tries now seething with unrest were organized in 
socially and economically stable but stagnant socie- 
ties—much like those that existed in Europe in the 
Middle Ages. Wealthy barons, pashas or sheikhs or 
khans, lorded it over wretched, illiterate masses con- 
tent with their miserable conditions. Then the Turk- 
ish Empire, which had isolated and protected them 
from outside influence, collapsed at the end of the 
first world war. And the end of the second world war 
saw the collapse of the British and French colonial 
regimes which to some extent also favored the feudal 
Arab society. 


Under the French (in Syria and Lebanon) and 
the British (in Iraq, Egypt, and Jordan), education 
has spread. The common people have begun to realize 
that they can better their lot. Dissatisfaction has 
been spreading, and everybody wants something 
from the great mineral riches on which they have 
been sitting for centuries. In Iran, the great land- 
lords, up to now almost tax-exempt, are for the first 
time being manoeuvered into paying taxes. But the 
pashas, sheikhs and chieftains, and the politicos in 
their pay, are not giving up that easy. To preserve 
their corrupt regimes and to avoid having to make 
drastic reforms in the land-ownina system and 
in the structure of the gevernment, they are chan- 
neling off dissatisfaction and unrest into nationalism 
and anti-westernism. In so many words Mr. Mos- 
sadegh and his counterparts tell their people: if 
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the “foreigners” are out of the country, all the 
wrongs will be righted. 

That is basically one of the reasons for the present 
turmoil. Almost all Mid-Eastern countries have been 
combatting inflation with varying degrees of suc- 
cess. The rise of prices during the past twelve 
months has not made the situation easier, particu- 
larly in Egypt. Some of the countries, Egypt is one 
of them, hold large pound sterling balances which 
they would like to cash in for badly needed capital 
and consumer goods, but are unable to do so. 

Yet ultra-nationalism and anti-westernism are 
just the movements that most of the Middle Eastern 
countries cannot ill afford, in view of the fact that 
all of them will need large investments of foreign 
capital if they are to better themselves economically. 
In view of the rapidly growing population—for 
example, the population of Egypt has more than 
trebled since 1882 when the British entered the coun- 
try—the standard of living can be maintained even 
at the present low levels mainly through agricultural 
development, including both increased productivity 
and the extension of the present arable areas through 
irrigation and drainage projects. 

The farmers are in desperate need of such simple 
tools as plows; they need to be educated in the use 
of new techniques and fertilizers; in other areas 
better suited crops need to be introduced. The prob- 
lem of Mid-Eastern agriculture owing to arid con- 
ditions and past misuse of land is illustrated by the 
fact that although the Middle East is larger than the 
United States and Mexico combined, the cultivable 
area—which supports some 100 million people in- 
creasing at an annual rate of about 1.5 million every 
vear—could be compressed into an area smaller than 
Texas. 

Yet there are great possibilities. In Iraq, for 
example, there are large stretches of land which 
were cultivated in ancient times but are now left 
fallow; the same land could produce two or three 








crops a year if water trom the Euphrates or the 
Tigris were available. Similarly in Turkey and Iran, 
there is plenty of good land that could be brought 
under plow. Moreover, river dams could become the 
basis of important power developments. 

Foreign capital will also be needed if industrial 
development is to be fostered. Manufacturing is now, 
largely confined to light industries: food processing, 
textile and cement plants in Turkey and Egypt. 
Israel is making pharmaceuticals, chemicals, arti- 
ficial fibers and light machinery, Judged by their 
craft—carpets, leatherware, filigree jewelry, lace, 
etc.—the Mid-Easterners are competent artisans and 
could easily be trained in factory work. 

Apart from serving as an outlet for growing social, 
unrest, the present wave of anti-western and ultra- 
nationalist moves has unquestionably the purpose of 
wringing more concessions from the hard-pressed 
and divided West. Egypt, for example, was recently 
invited to become a member, as a full-fledged sov- 
ereign power, of the East Mediterranean’ Defense 
Pact. Obviously the Egyptians are angling for some- 
thing more tangible in the way of tanks, planes, and 
other military equipment in return for membership 
in this rather vague Pact. And since nothing has 
been forthcoming, they are threatening the West 
with neutrality and a friendship treaty with Moscow. 


Problem of Iranian Nationalists 


As to Iran, some two years ago we promised that 
we would modernize the country at the cost of about 
a quarter of a billion dollars. That would have been 
fine for everybody concerned, including the politicos 
who were already ordering cadillacs. But thus far 
we have spent only about one-tenth of that amount 
in Iran. One does not need a crystal ball to forsee 
that Mr. Mossadegh would agree to the British oper- 
ating the rich oilfields in (Please turn to page 150) 


















































The MIDDLE EAST: SURVEY STATISTICS 
Gold & U.S. Grant 
Area Petroleum Per Capita For. Assets  & Loans Trade with U.S., 1950 General Trade ‘50 
(sq. mi.) Population Output — Income ‘49 ($000,000) to June ‘50 U.S. Expts. U.S. Impts. Exports Imports Chief Export 

Country: 000 (1949) (000)  (’50) (000t) (US.$) (a) (b) (In millions $) (000,000 U.S. $) Commodity 
Bayi, he lulos: 386 20,045 2,328 100 921 20 32.1 30.2 504 564 Cotton, cottonseed 
WOME fice ccioc cer ics 296 19,623 ~ 125 187 344 58.8 57.8 263 313 Tobacco, fruits 
LOT QMS eee 629 18,387 32,259 85 239 46 33.1 23.6 818 ys Petroleum, carpets 
Afghanistan .... 250 12,000 . 45 21 3.8 20.8 55(c) 53{c) Lamb skins 
Saudi Arabia ....... 597 6,000 26,905 45 38 32.1 24.2 Petroleum 
BRON pc cacseccedticesi 168 4,800 6,600 85 114 1 7, ¥ES 125 105 Petroleum, carpet wool 
MOONEE 8.02 868é005 s- 75 4,500 40 st 2.3 Dates, coffee 
MRR irs ss csc recta: 72 3,435 100 10.0 10.9 Carpet wool 
Lebanon ............. ; 4 1,238 140 39 2 27.9 4.5 42 121 Rugs, spices 
COS! AOE RENE ‘ 8 1,658 400 100 91.3 7.8 35 287 Cut stones, manufts. 
Jordan (& Arab Palest.) 37 930 85 40 1.0 g 13(d) 49(d) Carpet wool, skins 
BRITISH INTERESTS: 
Anglo-Egypt. Sudan 968 7,558 65 Lee 2.5 95 76 Cotton, cottonseed 
Muscat and Oman (f).. 88 910 40(e) (g) (g) Dates, skins 
Aden & Protectorate 105 732 50(e) 5 a al 60 135 Dates, skins 
RONGS coc ccveices ccccsns 3 476 10(e) 1.8(c) 4.3(c) 31 38 Copper, iron ore 
MONON 555 2chcssic is 8 170 17,280 50(e) 32 41.7 Petroleum, pearls 
BAI hn cecceatlicacts 1 110 1,512 17 7.1 2.1 Petroleum, pearts 
Qatar ; ; 1 20 1,635 (g) (g) Petroleum 

Total 3,696 101,992 88,717 
(a)—Included are blocked sterling balances; (b)—in millions of dollars; (c)—1948; (d)—1949; (e)—estimated; (f)—including Trucial Oman; (g)—in- 
} cluded in the figures for Yemen. 

Note: Turkey is somewhat larger than Texas; the area of Iran and Saudi Arabia equals each to that of California, Oregon, Washington, Arizona, 
Utah and Nevada combined; Iraq is about as large as California; Syria is the size of New England states; but Israel is smaller than Vermont and 
Lebanon is about as large. as Connecticut. Egypt is larger than Texas, Oklahoma and Arkansas combined but its actual cultivated area is half as 
large as Virginia. 
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12 ae years one of the dullest market 
performers, International Nickel in recent 
months has shown belated signs of joining 
the now rather select company of high- 
flying copper stocks. This should not sur- 
prise anyone as “Nickel” is, in fact, almost 
as much a copper as it is a nickel stock. 
Concededly, it qualifies for this category 
since it is the fourth largest copper pro- 
ducer in the world, a fact not generally 
appreciated among many investors. 

However, it is as a nickel company that 
it generally attracts most attention, since 
it is the world’s largest producer of this metal and 
dominates the world markets, with 85% of the global 
annual production to its credit. Like the other non- 
ferrous metal producers, International Nickel is 
benefiting impressively from the urgent military 
demand. Nickel is one of the basic metals used in 
manufacturing military equipment. Without this 
metal which as an alloy gives steel the toughness 
needed for gun barrels and armor, the production of 
modern military equipment is almost unthinkable. 

As nickel is in short supply, there is no problem 
whatever in finding a market. On the contrary, 
the ever-increasing demand has created problems of 
a different sort since the company has been forced 
to hasten its long-range development program and 
even to adopt emergency measures to meet the 
current voracious demands for the metal. This situa- 
tion will be better understood when it is considered 
that for some years International Nickel has been 
facing definite prospect of exhaustion of its open- 
pit mines, a condition which was accelerated by the 
heavily increased requirements of World War II. 

The sudden Korean explosion and the enormously 
stimulated demand for nickel occasioned by the de- 
fense measures imposed by that crisis simply cur- 
tailed the already short-lived expectations of the 
open-pit mines and forced the company to embark 
on a speed-up in the development of its underground 
capacity. This has necessitated the expenditure of 
very large sums, with $17 millions earmarked in 
1951 for extension of the underground facilities, out 
of an authorized $30 million; and it is probable that 
an equivalent amount will be spent in 1952. 

The company, therefore, finds itself embarked on 
a major expansion program looking to the longer- 
range future, at the same time that it must supply 
the immediate demands of the military. In order to 
accomplish its purpose, it inaugurated emergency 
measures, as stated previously, which will have the 
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immediate result of increasing nickel production by 
1 million pounds a mouth, or an increase of 5%. 
Despite this increase, current government limita- 
tions on nickel consumption for civilian purposes is 
strictly in force with no sign of alleviation for a 
considerable period. These restrictions are similar to 
those imposed on copper, aluminum, cobalt and other 
materials in short supply. 

International Nickel has not been immune to rising 
labor and materials cost, along with higher taxes, 
and has been forced to raise its prices three times 
in a little over a year. The last increase, in June, 
brought the price of nickel up to-5614 cents a pound, 
a rather remarkable development in itself as during 
World War II, a single price was maintained for 
the duration. As a matter of fact, International 
Nickel, which is virtually a monopoly, has violated 
old-fashioned monopoly concepts by refusing to 
raise its prices for a great many years, preferring 
instead to popularize the product by keeping the 
price down. It is only very recently when costs got 
to be too severe that the company was forced to 
revise its price policies. 

Naturally, the rise in the price of nickel, com- 
bined with increased production, is enabling the 
company to increase profits markedly. Of great help, 
of course, has been the favorable price of copper to- 
_ierecy with the large volume of production of this 
metal. 


Higher Estimate for 1951 Earnings 


For the six months ended June 30, 1951, net in- 
come was about $29.3 million, or $1.94 a share on 
the common stock, compared with $20.3 million or 
$1.33 a share for the same period last year. In the 
June quarter, earnings were 97 cents a share, com- 
pared with about the same amount for the first 
quarter. Taxes were substantial during these peri- 
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ods, amounting to $22 million for the first six 
months, or about $1.50 a share. Since conditions 
during the balance of 1951 are not expected to 
change materially, close estimates for the year place 
total earnings at about $4 a share, an amount con- 
siderably in excess of any earned in the company’s 
history. 

International Nickel has had a remarkably stable 
earnings record for many years, profits flunctuating 
far less than those of most other non-ferrous metal 
producers. During the war years, for example, it 
earned a steady average of around $2 a share. The 
same steady performance accurred during the post- 
war years when average annual earnings were 
moderately above $2 a share. This pattern was 
broken last year, however, when earnings jumped 
to $3.21 a share, and since 1951 will better this rec- 
ord by a rather wide margin, it may be assumed that 
the company is finally demonstrating its inherently 
strong earnings position, previously obscured by its 
highly conservative price practices. 

The company has traditionally maintained good 
control over operating costs, aided by its firm grip 
over world prices, and in this respect is one of the 
most efficiently managed mining concerns in the 
world. How close this control is may be seen from 
the fact that in the period 1944 to 1949, except for 
1945 which marked the ending of the war and war 
contracts, the operating margin remained at a re- 
markably stable annual average of about 29%, 
despite the fact that the company had to adjust to 
so-called peace conditions. 


Strong Financial Position 


Altering its fundamental price policy to meet 
changed cost conditions in the past two years, how- 
ever, the company has increased its ratio of operat- 
ing profit to almost 33% in 1950 and probably 39% 
for this year. In the meantime, the percentage of net 
income to sales has remained relatively constant, 
figuring around 20% in recent years and currently 
about 22%. Obviously, with 
sales steadily rising, based on 
volume and higher prices, strong 
control of costs is permitting a 
steadily widening margin of 
profit. This is reflected in the 
jump in net income to $48.7 
million in 1950 against 1950 
against $32.2 million in 1949, 
with indications that it may 
reach some $60 million in 1951. 

A feature is the relative stead- 
iness of the depreciation and de- 
pletion charges for the period 
1946 to date. In this period, 
charges for the combined ac- 
count varied from $7 million in 
1956 to somewhat under an es- 
timated $9 million for 1951. Dur- 
ing the war years, this figure 
averaged about $4.5 million 
higher but the steady exhaustion 
of the open-pit mines has ob- 
viously reduced the amount 
needed for depletion. The differ- 
ence, credited to income, amounts 
to about 30 cents a share annual- 00 
ly on the common. 75.0 
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Comparative Balance Sheet Items 








December 31 June 30 
1941 1951 Change 
(000 omitted) 

ASSETS 
Cash $ 27,264 $ 27,799 +$ 535 
Marketable Securities 43,367 82,281 + 38,914 
Receivables, Net 16,728 20,700 “ 3,972 
Inventories 34,786 74,585 + 39,799 
TOTAL CURRENT ASSETS 122,145 205,365 + 83,220 
Net Property 156,976 151,587 . 5,389 
Investments 19,001 4,521 — 14,480 
Other Assets 350 4,651 + 4,301 
TOTAL ASSETS $298,472 $366,124 +$ 67,652 
LIABILITIES 
Accounts Payable $ 7,329 $ 14,799 +$ 7,470 
Accruals 1,958 483 -- 1,475 
Accrued Taxes 29,900 29,406 — 494 
TOTAL CURRENT LIABILITIES 39,187 44,688 T 5,501 
Reserves 33,731 19,304 - 14,427 
Preferred Stock 27,628 27,628 
Common Stock 60,766 60,766 
Surplus 137,160 213,738 + 76,578 
TOTAL LIABILITIES $298,472 $366,124 +$ 67,652 
WORKING CAPITAL $ 82,958 $160,277 +$ 77,319 
CURRENT RATIO 3) 4.6 + 15 








The company maintains a_characteristically 
strong financial position. Working capital, as of 
June 30 amounted to $160 million, compared with 
$122 at the end of World War II. Of the current 
amount, about $110 milion consists of cash, short- 
term government and prime commercial securities, 
and longer-term governments and other securities 
of similar calibre. This represents an extremely 
liquid position. Actually current assets amount to 
$205.3 million against current liabilities of $44.6 
million, a ratio of about 4.6%. This ratio has been 
exceeded by a considerable margin in former years 
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but the narrowing is accounted for by the extremely 
heavy expenditures now current for the enlarge- 
ment of underground mine facilities. 

Along with mine development, International 
Nickel is making rapid strides in its metalurgical 
departments. This is of the utmost importance, as 
the company must not only be prepared eventually 
to meet competition from other nickel production but 
also from the newer alloying metals, such as molyb- 
denum and chromium. Both threats, of course, are 
of a longer-range nature and will not affect the situa- 
tion for a considerable period. However, though 
they are factors for the more distant future, the com- 
pany has probably laid plans to meet them. 


New Outlets for Nickel 


The steel industry, of course, is the largest con- 
sumer of nickel, with the bulk going into the manu- 
facture of stainless steel. The manifold uses of 
this metal are too numerous to mention but, aside 
from the growing demand for military sources, the 
fundamental trend towards its use by the building 
trades is of signal importance. Stainless steel has 
now become a feature in the latest architectural de- 
signs and the newer type buildings are becoming 
quite familiar to Americans. Although this trend 
has been more or less interrupted by defense require- 
ments, it is a certainty that with the restoration of 
real peace conditions, demand for this product will 
increase rapidly. 

Another potential source of magnitude is the 
growing concentrated and frozen food industries 
which require a large volume of stainless steel in 
their processing equipment. The chemical and petro- 
leum industries also require increasing amounts 
of the metal, especially in Western Europe and Great 
Britain which is concentrating on its use in the con- 
struction of new oil refineries. 

Among the more recent developments is the ap- 
plication of nickel and nickel alloys to the manufac- 
ture of the different components of both transmitting 
and receiving equipment in the television industry. 
Without going into the technical aspects of this de- 
velopment, it is worthwhile pointing out that the 


increasing use of nickel oxides facilitates the use of. 


shorter receiving tubes, thus permitting more com- 
pact sets and equipment. 








There are more than 3,0U0 nickel alloys used in 
combination for resistance to corrosion and with 
special properties of ductility and strength. Among 
the more important new applications the equipment 
of catalyst plans, of great value in this newest 
method of oil refining, and in communication and 
temperature control in a host of industries. Demand 
for nickel has also been stimulated by the growing 
production of jet engines which require from 100% 
to 200° more nickel than that in use in ordinary re- 
ciprocating engines. Mention should also be made of 
the newer ductile iron for engineering use along 
with steel, cast iron and malleable iron. Enlarged 
use for this product is found especially in the agri- 
cultural equipment industry. 

Aside from the company’s nickel and copper pro- 
duction, important by-products are gold, silver, 
cobalt and platinum. Other minor rare metals of 
the platinum group such as selenium and tellerium 
are produced. Of this group, 267,316 ounces was 
produced in 1950 and since rare metals are all in 
acutedly short supply, production at high prices is 
especially profitable. Gold deliveries are relatively 
static and are about 37,000 ounces annually. Silver 
production is at approximately one million ounces 
annually. The total value of these by-products is not 
given but amounts to a sizeable sum. 


Company Active in Prospecting 


Total annual production of nickel in all its forms 
has risen to over 250 million pounds with refined 
copper output at about 212 million pounds. This is 
about the same produced under maximum war con- 
ditions in the period 1940-1945. Faced with the 
prospect of the loss of production in its open-pit 
mines which is due in 1953, the company has not 
only been forced to engage in extremely broad opera- 
tions in extending its underground mines but also 
has had to expand its prospecting activities. In 1950, 
some 24,000 square miles were prospected in Canada, 
double the area prospected in 1948, thus implement- 
ing a major policy of the company to discover addi- 
tional ores. 

At present, proven ore reserves are in the neigh- 
borhood of 252 million tons of nickel-copper with 
about 3.03% of metal to the ton. Production of about 

(Please turn to page 148) 























Long Term Operating and Earnings Record 
Percentage 
Net Operating Net Net Net Div. Earned on 
Sales Income Operating Taxes Income Profit Per Per Invested Price Range 
~~ ——(Millions)———-- Margin ———(Millions)——— Margin Share Share Capital % 1941-50 
1951 (First Half) $131.5 $51.41 39.1% $ 22.0 $29.3 22.3% $ 1.94 $ 1.30° 42%-31% 
1950 228.0 75.0 32.9 ye 48.7 21.3 3.21 2.00 17.0% 36%-25%e 
1949 182.8 48.9 26.7 17.9 32.2 17.6 2.08 2.00 12.0 31%4-25% 
1948 197.0 57.9 29.4 20.1 39.1 19.8 2.55 2.00 14.6 341-247 
1947 166.3 49.8 29.9 17.4 33.5 20.1 2.16 2.00 12.8 36%-257 
1946 133.1 38.6 29.0 10.2 29.6 22.3 1.90 1.60 11.4 427%-28%e 
1945 148.0 36.5 24,7 12.4 25.0 16.8 1.58 1.60 10.0 39-2812 
1944 170.0 45.1 26.5 19.1 26.9 15.8 1.71 1.60 10.7 3214-2512 
1943 170.5 50.3 29.5 20.0 31.1 18.2 2.00 2.00 13.6 362-25 
1942 169.5 56.7 33.4 24.4 33.3 19.6 2.15 2.00 14.6 307%-24V 
1941 169.7 59.4 35.0 25:9 34.3 20.2 242 2.00 15.2 313@-23 
10 Year Average 1941-50 $173.4 $ 51.8 29.7% $ 19.4 $33.3 19.1% $ 2.15 $ 1.88 13.1% 42%-23 
1_Pre-tax income. 2—Pre-tax margin. 3—To September 20, 1951. 
eR mettre Peas eS TIDE AA REN A SEIS EN EEE DE ERE SIT IEE CTT PE OE AEN OIE, SPREE TET TE TET. U8 IIIT EARS PO ETS 
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| Dividends in 1952 


























r 1 TI SANDS O SH. + ; 
SELECTED BY OUR STAFF SS 
: I] 1940 | 1041 | 1942 | 1943 | 1944 1945 1946 1947 1946 1048 (eso | 1961 
‘ any investors are now haunted by fears that = [2:°1-+8:42-4 3:87-4:20} 4.25 73.51 5.0) 710.41 11.21. | 1.94 110.22 | 
. the long-drawn out but by no means universal rise (éi_[9.4 Toe [ios Tins Vise Tigo [6.3 7 a7 18.0 
a in stocks since 1949 is drawing to a close and that 
“ they should put their house in order to meet what- cnieeeen eens cen ame 
t ever contingency may arise. There are many pros 
and cons as to the future of the market but the BUSINESS: Company is a leading producer of pneumatic machinery and 
most experienced investors are not inclined to take _ tools. It also manufactures gas and diesel engines, compressors, and mis- 
drastic action in disposing of their stocks whole- cellaneous electric tools. The oil industry is an important customer. 
sale, realizing that they might make a serious error OUTLOOK: The unprecedented demand for equipment of the type manu- 
5 in So doing. However, this by no means precludes factured by Chicago Pneumatic Tool for industries engaged in supplying 
d the necessity of making sensible adjustments and defense needs has had a speedy effect on sales, increasing about 25% this 
5 many investors are considering such action. es cunt eae ae eee ee ee ee 
¢ ; 7 : in an especially strong position to benefit from the upsurge in demand for 
pe It is perfectly possible to select, even under PY€S- the next two or three years, at least. Current earnings reflect the impact of 
vi ent confused market conditions, a number of stocks defense orders and amount to $6.33 per share for the first half of 1951 
it which make attractive investments by reason of against $3.77 last year. An important feature is the company’s relative 
Ht stability of earnings and dividends and assured long- oe to tr Ae gaaprs earnings in the base period 1946-49, 
¢ term prospects within their respective industries. peti ‘tiaae —— $ d ypdierennnte roughly equivolent fe its Wee — 
a- i. hue suka ao ng Stocks like C ings o -22 a share, and protecting by far the largest portion of the 
30 > ha ec ve such 18sues. OCKS 11Ke UON- — estimated 1951 earnings of $12 a share. Financial position is strong with 
0 solidated Edison and Union Tank Car may be chosen current assets at $25.3 million against current liabilites of $4.5 million. 
*y for their excellent yields, not ignoring their long- The ee — paying dividends of 50 cents quarterly plus extras, 
’ range prospects for appreciation. National Cash totaling $3.25 a share in 1950 which can easily be exceeded this year, 
it 4 babes! 2 ; z considering the wide earnings coverage. At present prices of about 50 on 
Register ality ¢ th stock, b i 0 pies 
hie egister 1S In reallty a growl stock, peng an 1M- a $3.25 dividend the yield is 612%. The $3 preferred stock is convertible 
portant member of _the rapidly growling business into 1% shares common but is callable at 45 days notice at 55. The common 
_ machine industry. First National Stores has an ex- which was once very speculative has been improving its investment status 
th cellent record and the added attraction of being a and represents one of the more attractive issues in the machinery group. 
ut | Suitable holding in either war or peace. Chicago pivipENDSs: Dividends have been paid steadily since 1941 at a conserva- 
Pneumatic Tool has been selected, frankly, for its tive rate in view of the piling up of earnings. Retained earnings since 1941 
more speculative possibilities since it seems behind ™ovnt to about $42 a share. 
the market on the basis of its lar what s s 
= rinsed ied “4 arge = hat seems MARKET ACTION: Recent price—47 compares with a 1951 high 52%, low— 
su x p p Lor e next two yeat Ss. : 38%4. The preferred stock has ranged this year from 70% to 58%. 
A suggestion that might be worth considering 
would be to make a “package” investment to these COMPARATIVE BALANCE SHEET ITEMS 
five stocks. If 25 shares of each were purchased, the deinen 
total cost at present prices would be about $5300, 1941 1950 Change 
i bringing in dividends, without regard to any possible ASSETS (000 omitted) 
extras, of approxixmately $360 annually. This would Cosh and Marketable Securities $ 2,406 $ 6,538 $ 4,132 
3/ Of Receivables, Net 4,978 6,551 + 1,573 
net a return of 634,.%, better than average for a__ Inventories 8,383 12,213 + 3,830 
group of stocks which for the most part represent TOTAL CURRENT ASSETS 15,767 25,302 9,535 
; well-established companies with proven earning fet Property py oer “= 
B power over many years, and whose dividend outlook ae ee saat ‘106 254 
. for next year is quite well assured. — Sow lacs 
. LIABILITIES 
b Accounts Payable $ 1,180 S 1,656 +$ 476 
A Accruals 1,037 1,180 : 143 
2 Accrued Taxes 4,081 1,693 2,388 
TOTAL CURRENT LIABILITIES 6,298 4,529 1,769 
8 Reserves 130 2,130 2,000 
Long Term Debt 517 663 146 
a Preferred Stock 5,504 9,048 3,544 
Common Stock 3,353 4,378 1,025 
Surplus 6,402 14,528 + 8,126 
ii TOTAL LIABILITIES $ 22,204 S$ 35,276 +$ 13,072 
WORKING CAPITAL $ 9,469 $ 20,773 L$ 11,304 
CURRENT RATIO 2.5 5.6 t 3.1 
gece ee 
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A SL RC Gee EEE AES See = 1 
———}—— + Price Reage —t— = : —F : —— hime - ae 
es a hones | Utilitf Qperating Co. 1929 — 1935 ——jl 99 Grocery Chain - : : Price fanse 
—$ High ~ 1832 : d : 1929 — 1995 
ft +I = Low - 15g }+—}—_~ Hich- 45 19 —— 
— I M = - 0 : —} Low - 17% as 
—— 2 Funded Debt: None =a Fe 
SR RS TEES SP | : a 
——}——} Jos tee: $555, 380,800 =—- = ” Fiscal Yeats Marcas — {+ — ra 
——- J Ss. $5 Pid: 1,915,319 - no par ——— 1“ cae er a t oe ea et 
——{—__{Sns. Common: 12,768,335 - no par ~~~ t- , - — — + ci a8 : 
—j———s Fiscal Year: Dec. 31 ——_}-—- 3 eer + 
site seaewens. Se tre ——-~ — ee rs ——— —— 
— se | es - . 7 7 =] —- _ ~ a me 
—mee mem pee f — 
cea fe) ni - : 
OM a SPR POL alt r t 
a ry “4 {tat —t ao 
Shans. mu x r +t + 
4; ATU Tr T a a a ae + 
ont cin t; - t 
— a us th nl ae ae 
—+—— “Hee Tt eas f 
re ee 4 2 Tt + — 

Oe MER MORE ae 4 = ——}+ sy - — ST DROS) Sa ——— 
J - ta Fuowsaiine OF SHARES —}———_} —___} —— THOUSNDS OF SHARES . oe oe tg 
Se a ie I e ims I | 4 
=r aE f t eo 2 x So — as : ; a i i } Ca Owe SO SF ORES) TET 

1940) 85) (1941 =| 1942 1943 | 1944 1948 | 1946 1947 1948 1949 1950 1951 1940 O41 1942 1943 1944 1345 1946 1947 — —_ 1980 md } 1 
12.23 | 2,00 | 1.79 11.70 | 1.70 1.74 | 2.20 1.90_| 2.31 | 2.22 | 2.44 ¥ 53 | Lae 1 4.51 1.37_ | 1,40 L7G | 3.25 | 3.44 $3.61 [4.28 | 3.75 % 12.00 | 1 
2.00 | 1.80 | 1.60 |1.60 | 1.60 [1.60 |) L6o | 3.70 ow 25 [yg (1.25 | 1.25 11.25 | 3.95 [1.25 | 1.50 $1.75 [1.75 | 1.75) Ww li.05 11 
70.3 | 997 71,3 179.7 | 91.0 73.6 | 82.8 23,1 | 29.9 24.2 | we cap 1§.3 15.0 15.3 18.8 } 17.6 17.8 18.0 19:3 | 20.8 15-.0 11.8 | 3 | 31.6 3 
CONSOLIDATED EDISON COMPANY FIRST NATIONAL STORES, INC. 
BUSINESS: One of the most important of the nation’s public utility systems, BUSINESS: As of March 31, 1951, the company operated a chaim of 979 BUSIN' 
Consolidated Edison services an area, comprising most of N. Y. City and grocery stores, of which 267 are self-service and 374 markets, together with made | 
Westchester, with gas and electricity. 320 self-service super-markets. machin 
OUTLOOK: The company is steadily moving forward with its construction OYTLOOK: For a great many years,. this company which once owned or increas 
program, and with $105 million allocated for 1951, total improvements operated over 2700 stores has been gradually divesting itself of its older OUTLC 
since the war have cost about $450 million. Consolidated Edison will have and inadequate units, replacing them with fewer establishments of the more teeta 
long-range benefits from the use of steam for air-conditioning in large  moden self-service and super-market types. The result has been to greatly product 
buildings. The new United Nations buildings, for example, sek sed equipped increase operating efficiency and, thereby, the profits of the organization, tically 
ond all other large construction projects are following suit. This improves — githough it has for over a quarter century been a successful and profitable of 195) 
the operating efficiency of N. Y. Steam, a subsidiary, which normally has @ concern, never having shown a loss during that period, even during the 1950. \ 
considerable portion of its equipment idle in summer. Another important depression when many other concerns of this type ran into difficulties. untae 
factor is the increasing installation of air-conditonng unts generally, thereby _— Recent year earnings have been exceptionally large, due to the rapid ae ail 
stimulating the demand for electricity. Large-scale expansion will have more extension of its super-market and self-service business and have averaged first he 
of an influence on the future so that present moderate earnings do not —gimost $4 a share on the present stock (split up 2-for-1 several months ago) million: 
reflect the true picture. Higher costs and taxes are currently holding earnings during the four past fiscal years, ending March 31. This is considerably sill ten 
down with $2.32 per share shown for the 12 months ended June, 1951 larger than those of any previous period. In the past fiscal year, earnings eats, i 
against $2.39 the year previous, with an estimate of about $2.25 a share for — gmounted to $3.75 a share on the split-up stock. In the first quarter, ended gressive 
the calendar 1951 year. Recent utilization of natural gas, an important June, 97 cents a share was earned compared with $1.05 for the same itemizin 
development, is expected to have a favorable eventual effect on costs. The period of 1950. The small difference was occasioned entirely by higher stores. ' 
cut of $21.5 million several years ago in electric rates has been only taxes which were about $400,000 higher. Price curbs have had no appreci- for cael 
partially compensated for by gas rate increases of $11.5 million, and the able effect on profits, the company depending on increased volume of sales fully int 
company has applied to the N. Y. Public Service Commission for relief, @ to offset any lower margin of profit. Based on first quarter results, it increase 
decision on which is expected in the near future. Conversion of the 3% would seem that earnings for the fiscal year ended next March will show S197 6 
debentures is gradually diluting the common stock, but this should be  q small decline, caused by the higher taxes. However, the margin of earn- statemer 
absorbed as total operating factors commence to have full effect - ss on in prospect " — than ample to meet the a — sess 7 aia 
DIVIDENDS: The current dividend rate is $2 annually, increased from $1.70 50 cents quarterly. The company, operating mainly in the New Englan than re 
last year. Dividends have been paid without a break since 1885. Consider- _ states, is one of the most strongly entrenched of its kind in the country and | 
ing the strong outlook, the rate seems secure and aft present price offers offers distinct promise of continued growth. DIVIDE! 
; : ; : divid 
a yield of over 6%. ; . : : DIVIDENDS: In-the past fiscal year, First National paid $3.50 a share on poe oie 
MARKET ACTION: Recent sh Ae re ge with a 1951 sp ied the old stock and is now paying 50 cents quarterly on the 2-forl split stock. 
—30. In th st two years, it has sold in a narrow range of between , 
or, Pos wih cosines ° MARKET ACTION: Recent price—36% compares with a 1951 range of high- ponge 
. x} a H H 9 2, 101 
COMPARATIVE BALANCE SHEET ITEMS 40%, low—35. The current yield is 5.7%. 
ae Thess COMPARATIVE BALANCE SHEET ITEMS 
ange 
ASSETS (000 omitted) March 29 March 31 
h & Marketable Securities $ 53,412 $ 27,155 —$ 26,257 1941 1951 Change ASSETS 
Stones & Receivables, Net 22,93 39,663 + 16,726 ASSETS (000 omitted) Cash 
Materials and Supplies 24,214 46,382 4 22,168 Cash & Marketable Securities ; $ 6,904 $ 9,437 4+$ 2,533 Receivabl 
TOTAL CURRENT ASSETS 100,563 113,200 + 12,637 Receivables, Net ......... } ; 433 876 + Inventori 
Utility Plant : ; 1,272,800 1,480,534 + 207,734 Inventories , ss 14,257 31,356 + 17,09 TOTAL ¢ 
Investments & Deposits wi el _ wane TOTAL CURRENT ASSETS |... = 21,594 41,669 + 20,075 Net Prop 
Other Assets ..... ' ’ al ' ‘Net Property Rete eee cate. eee 9,771 31,116 + 21,345 Investmer 
TOTAL ASSETS ............ $1,403,618 $1,603,808 +$200,190 Investments ; é 389 273 i 116 Other As: 
LIABILITIES Other Assets ..... paassatee a 651 4,739 + 4,088 TOTAL A’ 
Notes & Accounts Payable $ yond $ 92,200 1 $ 78,736 TOTAL ASSETS .... ; cee $ 32,405 $ 77,797 +$ 45,392 cunsiaeaas 
nc 19,007 30,760 + 11,753 seine ia — Accounts 
TOTAL CURRENT LIABILITIES ... .. 40,851 137,491 + 96,640 eecas Canes” ees $ 13/580 ki 9,559 ie J 
Depreciation Resrve : 102,410 274,832 + 172,422 Aceruals ES eee ae eres 820 148 — 673 TOTAL Cl 
Other Reserves nd “ae - soe PREP NRO R oo r.5 ors feclosacesicvcsseissvssssos 1,679 6,288 + 4,609 elaine 
Other Liabilities oo 028 «= s«23'47e@. TOTAL CURRENT LIABILITIES .00........... 6,520 a0 0606+ 0 ces 
a ris 199,384 175,000 2a's8a 672 6.397 5759 Preferred 
f , _ i eserves sendensver oa + ’ referre 
eae me 391,908 246,719 — es Bo — Stock ... Led s + 18s Common | 
Surplus 7. ARC ren 152,609 284,639 + 132,030 ee Z E F i urplus 
TOTAL LIABILITIES Svisuy kaabssvorvveetinte $1,403,618 $1,603,808 +$200,190 TOTAL LIABILITIES ... .. $ 32,405 $ 77,797 +$ 45,39 TOTAL LI. 
WORKING CAPITAL cscs 59,712 $(d)24,291 —$ 84,003 WORKING CAPITAL ..........ccccsssssssscssseseeeee $ 15,073 $ 13,653 —$ 1,40 WORKING 
CURRENT RATIO ............ nine cco nestt Baul 00. ote at es Lake oT MGURRENT RATIO sesso scccecccccsatescseccratss 3.3 1.5 = 4s CURRENT 
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UNION TANK CAR 
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NATIONAL CASH REGISTER COMPANY 


BUSINESS: About 90% of the cash registers produced in the U. S. are 
made by this company. It is also an important manufacturer of accounting 
machines and other office equipment, with this latter branch assuming an 
increasing part in the company’s activities. 


OUTLOOK: The general increase in the cost of store and office operations 
since the Korean war has greatly stimulated the demand for time-saving 
products of the type manufactured by National Cash Register from prac- 
tically all sections of the nation’s economy. Net sales in the first six months 
of 1951 increased to $100 million from $78 million in the same period of 
1950. Volume of incoming orders is still incseasing and is substantially in 
excess of output. Strong control over costs enabled the company to increase 
net income in the first six months to $3.48 a share against $2.88 in the 
first half of last year. This was accomplished despite a rise of almost $3 
million in income taxes. It is estimated that by the end of 1951, the company 
will have expended about $50 millions since 1946 for new machinery and 
tools, and land and new factory facilities. The company is extremely pro- 
gressive in creating new designs for its products, with a new low-priced 
itemizing cash register meeting a large potential demand from small 
stores. The expansion of self-service stores has also increased the demand 
for cash registers. Accounting machines of a new type have been success- 
fully introduced. The prospect for the full year’s earnings is for a moderate 
increase over the $6.16 a share shown in 1950. This figure does not include 
$1.27 a share foreign earnings which were excluded from the annual profits 
statement. Foreign earnings of the same dimensions will also be excluded 
from the 1951 statement, so that actual earnings are considerably larger 
than reported. 


DIVIDENDS: The dividend rate is 65 cents quarterly. Last year, a stock 
dividend of 10% was paid. In view of the wide margine of earnings over 
dividends, it seems that regular rate can be increased, or an extra paid. 


MARKET ACTION: Recent price—542 compares with a 1951 range of high— 
59%, low—425s. The current yield is about 4%4%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 
941 


1950 Change 
ASSETS (000 omitted) 
Cash $ 2,405 $ 12,140 $ 9,735 
Receivables, Net 4,979 31,220 + 26,241 
Inventories 8,383 37,601 + 29,218 
TOTAL CURRENT ASSETS 15,767 80,961 + 65,194 
Net Property .... 3,817 38,261 34,444 
Investments ....... 2,335 14,217 11,882 
Other Assets 285 1,272 987 
TOTAL ASSETS .. $ 22,204 $134,711 +$112,507 
LIABILITIES 
Accounts Payable $ 1,180 * $ 15,659 t+$ 14,479 
Accruals 2 1,037 2,740 ; 1,703 
Accrued Taxes 4,081 15,819 + 11,738 
TOTAL CURRENT LIABILITIES . sfaieiee 6,298 34,218 + 27,920 
Reserves ‘ 130 a 130 
Long Term Debt 517 30,000 + 29,483 
Preferred Stock 5,504 — 5,504 
Common Stock 3,353 43,337 + 39,984 
Surplus 6,402 27,156 + 20,754 
TOTAL LIABILITIES $ 22,204 $134,711 -+$112,507 
WORKING CAPITAL . nd $ 9,469 $ 46,743 +$ 37,274 
CURRENT RATIO ‘ . 25 2.3 — 2 
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UNION TANK CAR 


BUSINESS: Company is engaged in the leasing of tank cars for petroleum 
and other shippers. At present, over 42,000 such tank cars are owned. 
Rental charges vary according to capacity, with railroads also paying a 
mileage fee. 

OUTLOOK: As the owner of the largest tank car fleet, Union Tank Car Co., 
finds its operations at capacity due mainly to the great demand for its 
facilities arising from growing military and civilian shipments of petroleum. 
Under present conditions, competition offered by trucks and pipelines 
offer no competition. Despite advancing materials cost and higher wages, 
the company was able to show an increase of $760,000 in net income, 
before income taxes, in the first six months of 1951. However, this was 
absorbed by the increase in Federal taxes. Nevertheless, a slight gain in 
net income was shown with $2.02 a share against $1.98 last year. The 
company has been aided by the Interstate Commerce Commission's permis- 
sion to extend AB brake applications until the end of 1952 instead of 1951, 
as originally planned. This permits the continued utilization of approximately 
6000 cars which otherwise would have had to be withdrawn from active 
service. The company has been foresighted in acquiring necessary amounts 
of material to provide for new construction. Union Tank Car has long been 
noted for the stability of its operations and earnings. Since the war, earn- 
ings have been in a narrow range, averaging close to $4 a share. In 1950, 
$3.90 a share was earned and about the same amount will be earned this 
year. This permits a margin of earnings over dividends of about 50%, 
which is a very satisfactory margin for a company which has paid con- 
secutive dividends for over 35 years. Large equipment obligations, how- 
ever, seems to preclude additional payments. 

DIVIDENDS: The present rate is $2.60 a share annually, paid in quarterly 
installments of 65 cents each. This rate has been paid since 1947 when the 
rate was $2.50, and for some years previous to that, $2 a share. 
MARKET ACTION: Recent price—38'4 compares with a 1951 range of 
high—40, low—36. Price stability of this stock which has been character- 
istic for some years, has made it suitable for more conservative stock invest- 
ment. At current prices, the yield is slightly under 7%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 June 30 

1941 1951 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 9,137 $ 2,248 —$ 6,889 
Receivables, Net 1,873 3,908 2,035 
Inventories 826 7,070 6,244 
TOTAL CURRENT ASSETS 11,836 13,226 1,390 
Net Property 26,004 55,543 29,539 
Investments 839 1,620 781 
Other Assets 174 155 019 
TOTAL ASSETS $ 38,853 $ 70,544 +$ 31,691 
LIABILITIES 
Bank Loan Payable $ 2,340 $ 2,340 
Accounts Payable $ 453 3,188 2,735 
Accrued Taxes 3,347 3,460 113 
TOTAL LIABILITIES 3,800 8,988 5,188 
Reserves 547 761 : 214 
Bank Loan 16,959 16,959 
Capital Stock 27,591 27,013 - 578 
Surplus 6,915 16,823 9,908 
TOTAL LIABILITIES $ 38,853 $ 70,544 $ 31,691 
WORKING CAPITAL ’ : $ 8,036 $ 4,238 —$ 3,798 
CURRENT RATIO 3.1 1.5 _ 1.6 
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— Studies in Specialties, Part I 
By GEORGE W. MATHIS 


kf 3 o Premier Mohammed Mossadegh goes much 
of the credit for the extraordinary boom being experi- 
enced by manufacturers of oil equipment in this 
country. Closing of the great Abadan refinery in 
Iran has necessitated expansion of production of 
petroleum products in other parts of the world to 
compensate for the loss of Iranian supplies. Nor 
should Prime Minister Joseph Stalin be overlooked 
in singling out those responsible for an upsurge of 
gasoline and other products from 
American refineries. Enlargement 
of our rearmament program has 
contributed to a high rate of in- 
dustrial activity which goes far 
toward an estimated rise of 10 to 
11 per cent in oil consumption in 
this country in 1951. 

Capital expenditures on the 
part of leading oil companies de- 
signed to boost supplies are ex- 
pected to range upward of $2,750 
million this year. With the addi- 
tion of outlays for transportation 
and other incidental expenses, the 
industry’s costs for expansion 
may exceed $3,000 million for the 
first time. Industry authorities 
now estimate that adding one bar- 
rel daily to crude oil production 
costs about $5,000—half for ex- 
ploration, drilling, lease royalties 
and lifting to the surface, and the 
other half for distribution through 
refining operations, transporta- 
tion and marketing operations. 
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That is a sizeable sum to be spent 
before revenues begin to come in, 
Inasmuch as the market seems 
capable of absorbing an addi- 
tional 500,000 to 600,000 barrels 
daily as compared with 1950, it 
seems apparent that a vast 
amount must be set aside for pur- 
chases of oil equipment this year, 

Regardless of disturbing for. 
eign conditions contributing to a 
more rapid expansion than other- 
wise would be the case, it is quite 
possible that the industry would 
be called upon to enlarge capa- 
city sooner or later to meet re- 
quirements of a growing popu- 
lation. In this respect, the head 
of Shell Oil Company, H. S. M. 
Burns, recently projected an in- 
crease of 47 per cent in domestic 
demand for petroleum products 
in the 1950-60 decade. Consump- 
tion in 1950, he pointed out, was 
79.3 per cent greater than ten 
years earlier. The Shell official 
thought by 1955 demand would 
be averaging 8 million barrels 
daily and that by 1960 an addi- 
tional 1.5 million barrels would 
be required each day. Such 
growth would necessitate a net 
addition of 2 million barrels in 
daily refining capacity. 

Highly successful results, so 
far as production volume is concerned, are virtually 
assured for major producers of equipment used in 
the oil industry, including pipe and compressor pumps 
for distribution of crude and refined output. Modern 
refineries are being constructed and older units are 
being improved. Extensive investments are being 
made in exploration and in development of proved 
acreage. Trade authorities estimate that the number 
of wells drilled in the United States this year may 
approximate 44,500 for a new high 
record. Unless world conditions 
are radically changed next year, 
it is believed that the drilling cam- 
paign may become increasingly 
active and that domestic produc- 
tion may reach another peak. 

Aside from unsettled foreign 
conditions which have imposed 
extraordinary burdens on produc- 
ers in this hemisphere, it is appar- 
ent that production has _ been 
stepped up in recent months by 
tax considerations. The prospect 
for heavier tax burdens in 1952 
and a temporary threat of a reduc- 
tion in the petroleum industry’s 
depreciation allowable probably 
contributed to exploration pro- 
grams that otherwise might have 
been deferred. There is little doubt 
but that numerous managements 
felt that it would be wise to in- 
crease operating expenses this 
year while materials were avail- 
able so that if necessary, a slower 
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nt pace could be adopted next year when economic forces production. Facilities have been expanded to supply 
n. § might be less favorable. growing markets in the Northwest and in Canada. 
as As a consequence, leading manufacturers of drill- Sales rose impressively in the first six months this 
i- ing equipment and of all kinds of pumps required year and pre-tax net income improved correspond- 
1s in bringing oil to the surface and in transporting ingly, but higher tax accruals held net profit to $1.46 
it supplies by pipelines have large backlogs of orders a share, compared with $1.03 in the first half of 
st that suggest a high rate of operations well into 1952. 1950. Full year’s results may approximate $2.75 a 
r- Inasmuch as the development of adequate petroleum — share, against $2.52 a share in 1950. 
r. sources is regarded as essential to the nation’s safety, 
r. | it is believed that the equipment industry will be Miscellaneous Beneficiaries 
a § assured of sufficient raw materials to maintain vir- 
-- | tually capacity operations. In any event, no serious Dresser Industries is one of the major factors 
fe | shortages of steel have been reported in carrying out in supplying a variety of equipment for the oil in- 
@ | this year’s impressive production program. dustry, including large compressors for pipelines. 
> As mentioned previously, not all of the impetus Sales volume for the year ended October 31 is esti- 
.. | behind the oil industry’s growth should be attributed mated to have increased 35 per cent or more to about 
}. | to military preparedness and political disturbances $115 million, compared with $80 million in 1950, and 
d § inthe Near East. Sight should not be lost of the rapid earnings are estimated to have ranged from $4.25 to 
[. J rise in population in this country and of the steadily $4.50 a share, compared with $3.68 in 1950. With the 
. | expanding purchasing power. This means greater possibility of adding armament output in the coming 
ic § demands for modern housing including oil and gas year, sales may climb to another all-time high in 
5 heating facilities as well as other conveniences that 1952 and earnings may be reasonably well main- 
. | place heavier burdens on power and light companies tained, allowing for some dilution through issuance 
s | that utilize petroleum in generating electricity. More- of additional stock for working capital. 
n | over the number of automobiles, trucks and tractors Spurred by urgent demand, National Supply 
4] | using gasoline and Diesel oil is steadily increasing. boosted output sharply in the first six months this 
d As an indication of how the oil equipment industry year in producing pipe as well as a variety of oil 
s | has fared this year and what may be in store for well supply equipment. Sales rose about 57 per cent 
. | 1952, it may be well to review operations of several jn the first half, including distribution of products 
d | typical companies in some detail. Statistical informa- made by others, with the result that earnings climbed 
» | tion of principal manufacturers will be found in the to $2.94 a share from $1.50 in the corresponding 
¢ | accompanying tabulation, showing earnings and divi- period of 1950. Margins widened encouragingly in 
" dend comparisons as well as other interesting data. the first six months, but indications point to a slack- 
ening in this improvement for the second half. Results 
0 Several Important Suppliers for the full year are being projected at about $6 a 
au share, compared with $5.33 a share for last year. 
1 Although Babcock & Wilcox is not usually regarded Such a showing raises hope of a more liberal dividend 
4 as a supplier of oil well equipment, the company has policy. Payments came to $2 a share for 1950, and a 
" felt the impact of an extensive refinery enlargement modest increase in a year-end payment would seem 
, and improvement program. The sharp rise in the a reasonable hope for 1951. A 40-cent extra was paid 
y company’s backlog may be attributed in part to orders last year. 
a for boilers and other equipment required in modern Increased demand for pneumatic drilling equip- 
, refineries. Earnings of this company are expected to ment and other oil field tools contributed to a spurt 
, approximate $6 a share this year, compared with in sales of Reed Roller Bit in the first six months this 
, $6.70 for 1950. Such a showing might warrant hope’ vear. Net profit rose to $1.37 a share from $1.09 in 
5 of a year-end extra of $1 a share, bringing 1951 pay-__ the first half of 1950, a gain of 26 per cent. Unless 
7 ments to $3 a share. raw materials scarcities should handicap volume, 
‘ Byron Jackson is a leading supplier of tools and _ sales for the year should exceed $25 million and earn- 
equipment used in drilling and bringing wells into ings for 1951 may ap- (Please turn to page 151) 
1 Statistical Data on Leading Oil Field Equipment Companies 
| 
: —Ist Half 1951 a 
- Net Net Price 
} Sales Net Net Sales Net Net Recent Div.* Div. Earnings Price Range 
} (Millions) = Margin Per Share — (Millions) Margin Per Share Price 1951 Yield Ratioy 1950-51 
= Babcock & Wilcox $ 74.1 44% $2.34 $139.6 6.8% $6.70 36% $3.50 9.5% 5.4  43%-32% 
Byron Jackson Co. 10.8 7.1 1.46 15.9 8.4 2.52 22% 1.50 6.6 8.9  25%-15 
- Dresser Industries 77.2- 52 3.467 79.91 5.4 3.75! 24 1.40 5.8 6.4 2754-16 
Halliburton Oil Well Cement 41.3 9.4 2.98 69.2 11.5 6.00 44 3.00 6.8 7.3.  48%-22% 
Lane-Wells Co. 97 11.3 1.53 17.2 13.4 3.12 19% 1.50 7.6 6.2 22 -11% 
National Supply Co. 103.6 4.4 2.94 156.2 5.3 5.34 28 2.00 7.1 5.2 30%-155% 
, Parkersburg Rig &Reel Co. 7.3 5.1 1.76 10.4 4.7 2.16 17% 1.00 5.8 7.9 19%- 9% | 
! Reed Roller Bit Co. 11.5 7.9 1.36 20.3 9.0 278 19% 1.25 6.3 7.1 20%-15 | 
Worthington Pump & Mach. 4.113 82.9 7.1 5.70 27% 2.75 10.0 48  — 29%-23% | 
| +—Based on 1950 earnings. sath months ended July 31, 1951. | 
*—Indicated or estimated rate. 9 months ended Sept. 30, 1951. | 
1_Year ended October 31, 1950. 
| 
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J tax bite out of everyone’s pocketbook is becom- 
ing larger each year. The recently enacted Revenue 
Act of 1951 affects all taxpayers by higher rates on 
taxable income and by further plugging of loop- 
holes. The investor as a taxpayer is confronted with 
new provisions and higher rates applicable to all 
taxpayers and must also face special changes affect- 
ing investors as a group. 

Since the full impact of the new law will not be 
felt until 1952, taxpayers in general and investors 
in particular may continue to take advantage of 
certain opportunities to minimize taxes before the 
end of this year. Year-end action to reduce taxes 
has always been recommended, but in this year-end 
particularly, tax factors should be carefully con- 
sidered. 

The taxpayer who dabbles in the market and the 
taxpayer who devotes his full time to investments 
are both interested in methods of minimizing taxes 
on stock market profits. Yet it must be understood 
that other factors affecting a stock market position 
must be considered when reviewing a _ portfolio. 
Where a market position can be maintained, yet 
some tax saving realized, application of tax-know- 
how should prove advantageous. Quite often, in 
fact, a review of security holdings will initiate 
changes that will improve the situation in several 
ways. 

To understand the effect of legislative changes in 
tax treatment of security transactions, it is advisable 


R C. STRASBURGER, 


Tax Attorney 





that the basi, 
tax law be under. 
stood. The reye. 
nue laws, to a cer. 
tain extent, favor 
the investor with 
the purpose of en. 
couraging risk 
capital to be used 
for the expansion 
of our industria] 
economy. As ap 
inducement to jp. 
vest in industry, 
any profit real. 
ized from the ip. 
vestment is given 
more _ favorable 
tax treatment 
than ordinary ip. 
come such as sal. 
aries, wages 
rent or profits 
from a_ business, 

The gain or 
loss from an in. 
vestment is de 
signated as a cap- 
ital gain or loss 
and is classified 
according to the 
length of time the 
investment is 
held. Securities 
held six months 
or less are treat- 
ed differently than 
those owned for 
longer than _ six 
months. For classification purposes, a gain or loss on 
a security held for no more than six months is called 
a “short-term capital gain or loss” and “long-term 
capital gain or loss” applies to sales of securities 
held for more than six months. Since a short-term 
holding is considered a speculation, any gain or loss 
resulting upon sale is given no special tax benefits 
and is subject to tax at ordinary rates. However, 
long-term holdings are favored, yet the new law 
changes the tax treatment of long-term gains and 
losses reported by investors in any tax years begi- 
ning after December 31, 1951. 

In calendar year 1951 tax returns, only 50% of 
the actual gain or loss realized upon the sale of 4 
long-term holding will be taken into account. This 
means that 50% of the long term capital gain or 
loss will be used in determining taxable income. If 
there are short-term capital gains or losses, these 
will be reported at their full amount. If, for example, 
there is a long-term capital gain and a short-term 
capital loss, 50% of the long-term gain will be off- 
set by the short-term loss and the net figure will be 
treated as taxable income. This treatment will be 
changed next year so that the full-long-term gail 
will offset the short-term loss, and only if there isa 
net long-term gain will the net be reduced by 50% 
before being included in taxable income. Long-term 
losses, which had been reduced by 50% before any 
computation, will be deductible in full in 1952. 
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Since long-term capital gains are given special 
tax benefit and will continue to receive special treat- 
ment under the new law, an alternative tax compu- 
tation is available to assure that such gains will not 
be taxed at higher than the maximum rate. Until 
January 1, 1952, the maximum effective rate on net 
long-term capital gains is 25%. This is based upon 
30% of the net gain being taken into account, and 
than no more than a 50% rate being applied to such 
taxable gain, in effect a 25% rate on the actual 
gain. The 1951 Revenue Act has raised the maximum 
rate to 26% on net long-term capital gains. Hence, 
after 50% of the gain has been taken into account, 
42% maximum rate will be applied to such taxable 
gain or a 26% effective rate. This change becomes 
effective only in tax years beginning after Decem- 
ber 31, 1951. 

Investors whose total income is insufficient to be 
penefited by this ceiling would pay their tax on long- 
trm capital gains at the same rate as applied to 
all their other income. Hence, an investor would use 
regular tax rates for reporting ordinary income and 
aapital gains until income exceeded approximately 
$16,000 on a single return and $32,000 on a joint 
return. With total income in excess of this ceiling, 
wdinary income would be taxable at regular rates 
and the net long-term capital gains would be tax- 
able at the 50% rate for 1951 and at the 52% rate 
beginning in 1952. 


Long-Term Gains and Losses 


The method of computing taxable gain should be 
understood because of the important changes pro- 
vided in the 1951 Reevnue Act. This revision does 
not become effective until after December 31, 1951, 
vet investors should review their portfolios with the 
following details in mind to determine whether any 
action should be taken at this time. 

Under the present law, a long-term capital gain is 
only included in income to the extent of 50%, and 
itis this 50% that can only be taxed up to a maxi- 
mum tax rate of 50%, or an effective rate of 25%. 








In addition, only 50% of long-term losses are recog- 
nized ; the other 50% of the loss is not deductible. 

The new law provides that long-term and short- 
‘rm gains and losses should offset one another; if 
there is a net long-term gain after offsetting long- 
frm losses or short-term losses, than the net long 
tm gain will be reduced by 50%. However, net 
lng-term Josses will be reported in full, just as 
short-term losses have been reported; net long-term 
losses will not be reduced by 50% in 1952 as is done 
inder the present effective law. 


How New Capital Gains Law Works 


To illustrate this important change and demon- 
‘trate how it will affect investors, let us consider 
afew situations. Until the end of 1951, a long-term 
apital gain of $2,000 and a short-term capital loss 
of $1,000 would result in no taxable gain or loss 
‘ince 50% of the long-term gain is taken into ac- 
cunt and offsets the $1.000 loss. In effect $2 of 
mg-term capital gain will offset $1 of short-term 
‘apital loss. Under the new law, the excess of the 
‘tual long-term gain ($2.000) over actual short- 
rm loss ($1,000) would be reduced by 50% dif- 
ference, $500 would be included in taxable income. 
The maximum tax on this $1,000 excess of long-term 
vq would be $260 (26% of $1,000) under the new 
aw, 
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The investor will not suffer additional tax cost un- 
der this change in all circumstances. For example, 
an excess of long-term losses over short-term gains 
or both long-term and short-term losses will result 
in greater benefit under the new law. If there is a 
long-term loss of $3,000 and a short term gain of 
$2,000, the difference of $1,000 would be deductible 
in full after the end of this year. At present 50% 
of the long-term loss (50% of $3,000) or $1,500 
would be subtracted from the short-term gain of 
$2,000, resulting in a fully taxable gain of $500. 

In addition, an investment having a net long-term 
capital loss would be allowed to report the full 
amount in 1952, as compared to only 50‘: of the 
loss in 1951. This benefit is further demonstrated if 
an investor reports both long-term and short-term 
losses, such as $3,000 long-term and $2,000 short- 
term losses. The new law will permit a $5,000 loss to 
be reported, whereas the present law permits only 
a $3,500 loss, due to only 50% of the long-term loss 
of $3,000 or $1,300 being added to $2,000 short-term 
loss. 


Taking Advantage of New Method 


It is clear from these examples that investors hav- 
ing “paper” long-term gains should consider the 
possibility of realizing those gains in 1951. This is 
true particularly when there are short-term losses 
since $2 of net long-term gains will be offset by $1 
of net short-term losses. On the other hand, it may 
be advisable to defer action until 1952 if sale of 
securities would result in losses. 

In anticipating the tax consequence of security 
transactions, do not overlook the rule that net capital 
losses, either short or long-term, may be deducted in 
one year only to the extent of $1,000 from other 
income. Any unused portion of a reported capital 
loss may be carried over for the next five years as a 
short-term loss to offset any capital gains and in 
addition to offset up to $1,000 ordinary income each 
year until the loss carry-over is exhausted. 

No change occurs under the new law in the limita- 
tion by which net capital losses will reduce ordinary 
income. Yet, as a result of long-term capital losses 
being reported in full, beginning in 1952, a larger 
carry-over loss will be permissible. For this reason, 
realization of losses in stock holdings should be de- 
ferred until 1952 where possible. No change has 
occurred in handling short-term losses, which may 
be realized in 1952, if advantageous. 

The tax treatment of security transactions and 
the changes effective in 1952 reveal that investors, 
as a group, remain favored taxpayers with oppor- 
tunities to minimize taxes. Wise planning can prove 
beneficial provided that tax factors are weighed in 
their proper perspective. The change in tax rates 
in capital gain treatment by the new law creates a 
special opportunity at this time for investors to 
minimize taxes by (1) holding securities longer than 
six months before sale if a gain will be realized; (2) 
reporting long-term capital gains in 1951 because of 
less benefit in reporting such gains in 1952 and 
because of the higher maximum rate of 26% on 
net long-term capital gains after this year; (3) dis- 
posing of stocks held at a loss for no more than six 
months in 1951 as an offset to long-term gains real- 
ized this year and (4) deferring until 1952 the sale 
of securities on which a long-term capital loss will 
be realized. 

To determine just what onvportunities are avail- 
able for an investor, itis (Please turn to page 148) 
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Tires 


We note that until the recent 
market break, the _ tire - stock 
group, whose exceptional popu- 
larity is now of long standing, was 
among those recently edging up 
tu stil] another in its long series 
of new highs. Despite higher 
taxes, earnings for 1951 will be 
excellent. However, the best news 
is out. Earnings seem bound to 
be materially lower in 1952 and 
maintenance of present dividends 
appears to be about the best pos- 
sibility. A buyers’ market for 
tires is evidently on the way back, 
as indicated by the recent mode- 
rate price cut on original equip- 
ment tires. Price-cutting on that 
end usually spreads in due time to 
the replacement market. In any 
kind of business, soft prices, 
higher costs and any shrinkage in 
regular-line volume foot up to 
lower profits. In the case of tire 
companies, it is improbable that 
this can be offset by defense busi- 
ness under Government-controlled 
margins. Tire stocks are histori- 
cally high and most holders have 
excellent profits in them. It is not 
predicted here that they are going 
to “fall out of bed” any time soon. 
Nevertheless, it would be only 
common sense, aS we have said 
before, to clinch at least a goodly 
portion of profits, which is equiv- 
alent to writing down the cost of 
such holdings as are retained, if 
any. For a number of reasons, 
there is more quality in tire stocks 
than there used to be; but high 
earnings under ideal conditions, 
which is to say abnormal condi- 
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tions, have not by any means made 
them stable-income issues. 


Example 


In nine months to September 
30, with dollar sales only slightly 
lower than in the like period of 
1950, earnings of Pacific Mills fell 
to 69 cents ashare from $6.76 or by 
nearly 90%. Of course, this is an 
extreme example and it is in the 
uncommonly erratic textile indus- 
try. But it is a reminder of how 
rapidly profits can shrink in most 
industries, given a combination of 
price softness and any reduction 
in volume. Such a condition could 
begin to become fairly general in 
the second half of 1952, worsen- 
ing after peak arms outlays are 
reached, as now indicated, in late 
1952 or early 1953. To cite this 
as a stock-market threat might be 
premature by a matter of months. 
However, we have a defense-sup- 
ported economy, not a _ private- 
business boom; and the time fac- 





tors, while less than certain, are 
clearly more subject to reasoned 
projection than in a private-enter- 
prise boom. For that reason, the 
market may well anticipate the 
coming economic let-down consid- 
erably further ahead than it gen- 
erally does. Certainly investors 
should do so. In this column’s 
view, the risk of being premature 
may be less than that of waiting 
to be pushed into action after “the 
jig is up” and stocks can be sold 
only in a declining market. 


November 


Selling to register losses for tax 
purposes has in some years begun 
to be more or less of a weight on 
the stock market in November, 
continuing into varying portions 
of December. Long-term losses 
have been largely made up by the 
market’s 1949-1951 rise, or largely 
used up heretofore for tax adjust- 
ments. New short-term losses will 
be created most generally by the 











American Woolen Co. 
Douglas Aircraft Co. 
Johns-Manville Corp. 

St. Regis Paper Co. 
Continental Can 

New York Air Brake Co. 
Collins & Aikman Corp... 
Underwood Corp. 

Electric Bond & Share Co. 


General Telephone Corp... 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1951 1950 

Sept. 30 Quar. $3.12 $ .87 
9 mos. Aug. 31 4.37 3.96 
Sept. 30 Quar. 2:12 1.81 
9 mos. Sept. 30 2.37 1.24 

. 9 mos. Sept. 30 3.74 3.18 
9 mos. Sept. 30 2.83 1.84 

. 6 mos. Sept. 1 3.30 1.43 
Sept. 30 Quar. 1.43 1.21 
12 mos. Sept. 30 1.19 94 
8 mos. Aug. 31 1.89 1.55 
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reaction (or decline) begun Octo- 
ber 18. All things considered, tax- 
selling probably will be fairly 
light this year. Regardless of tax- 
selling pressure in some years, the 
November record shows no sea- 
sonal bias for the month as a 
whole. Looking at the charts of 
the industrial average back to 
1911, there were appreciable net 
advances in November in 11 years, 
declines in 12 years, insignificant 
changes in 16 years. 
















Averaging 


Systems, formulas and gadgets 
for operating in the market, more 
or less independent of fallible hu- 
man judgment, have always had 
great allure. The trouble is that 
none of them can possibly be fool- 
proof: The simplest and best of 
the automatic-operation plans, in- 
volving neither magic nor mys- 
tery, is “dollar averaging”. You 
invest any fixed sums you elect 
in common stocks at regular peri- 
are § odic intervals: for example, $200 
med § of savings each quarter, or any 
ter- J fixed amount semi-annually or 
the f annually. The plan has the follow- 
the J ing advantages: (1) it amounts 













sid- } to systematic saving with a com- 
zen- § pounded return through long-term 
tors J by no means guaranteed) growth 
nns § of corporate earnings and divi- 
ture | dends; (2) it avoids the mistakes 
ting | one is sure to make in trying to 
the | judge and time major market 
sold turning points; (3) it makes for 

more careful selectivity, for in 

buying stocks to stay with in a 

long-term plan one will naturally 
tax | tend to emphasize quality; and 
‘gulf (4) over an extended period of 
ton} time it results in a satisfactory 
ber, average of prices paid for one’s 
1ons | stock holdings, for in investing 
SSeS F fixed sums, more shares will be 
the | bought at low prices than at high. 
gely Begun at average 1929 stock 
just- prices and continued to date, “‘dol- 
will } jar averaging” applied to any 
"the representative list of industrials 
——=f would have worked reasonably 

well, yielding a profit of nearly 

100% on the total investment and 
50 providing a current rate of return 
87 of almost 8% on the cumulative 


% investment. On the other hand, 
such results for a 23-year period 
are far from spectacular; and you 
would have had paper losses on 
18 your total holdings through the 
84 five years 1930-1934, and again 
43 in the two years 1941-1942. Of 
course, the plan would have 
worked far better if confined to 
growth stocks—but any present 
55 list thereof would contain many 
Which few people would have 
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picked in 1929. 


Duration 

There is something to be said 
for semi-permanent retention of 
good stocks. It can be figured this 
way: whatever you do, the market 
will go against you part of the 
time. A decline goes against you 
when you are holding stocks, and 
that is decidedly annoying, even 
though more or less reduced divi- 
dend income continues to come in. 
But if you sell stocks and hold 
idle cash, it is equally annoying 
to see the market go on up to a 
much greater extent and over a 
much longer period than you had 
thought it would: It is simple to 
figure the turn-around potential 
on an average basis, eliminating 
the 1929-1932 bear market on the 
basis that so extreme a deflation 
is most unlikely to recur. So do- 
ing, you will find that other bear 
markets of the last 50 years aver- 
aged a year in duration and low- 
ered the daily industrial average 
by an average of slightly less than 
33%. The latter, then, has been 
the average turn-around poten- 
tial: the best that you could do, 
in terms of the industrial average, 
if you sold at the top and bought 
back at the bottom. But you have 
virtually no chance of doing 
either. So you might ponder what 
percentage of a 33% decline you 
are likely to profit by via an out- 
and-back-in operation; and weigh 
that against the pros and cons of 
semi-permanent stock ownership. 


Labor Costs 

Varying labor costs from in- 
dustry to industry are of some 
investment interest, if not con- 
cern, since the sixth round of post- 
war wage boosts is now in prog- 
ress. However, in making invest- 
ment appraisals, this is only one 
of numerous factors to consider 
and it cannot be decisive. If the 
factors, including labor costs, are 


favorable on balance, it will be 
found that the stock’s current 
price largely allows therefor; and 
vice versa. If, nevertheless, you 
want to know the chief low-labor- 
cost lines, measured by ratio of 
payrolls to dollar sales, here they 
are: whiskey distilling, drugs, 
meat packers, dairy products and 
most other types of food process- 
ing, oil producing and refining, 
natural gas producing and dis- 
tributing, most retailing, soaps, 
sugar and tobacco, the last named 
being one of the lowest of all. 


American Chicle 

This is a low-labor-cost com- 
pany in a stable field: chewing 
gum If viewed by decades, 
growth has been impressive. The 
long-term potential is still large 
because the foreign market, al- 
ready substantial, is subject to 
further exploitation; and because 
the high birth rate since early in 
the World War II period means a 
very significant population 
growth within the gum-chewing 
young-age groups. The tax boost 
will cut 1951 earnings by per- 
haps 10%-13% from 1950’s $3.70 
a share; but dividends are likely 
to continue on the recent basis of 
$2 a year regular plus two 25- 
cent extras, or $2.50 total. One 
25-cent extra was voted in June. 
Finances are strong and pay- 
ments have been continuous since 
1926. This is a high-grade defens- 
ive stock, currently at 41, yield- 
ing 6.1% on indicated dividends ; 
and a sound buy, on moderate 
price recessions, for conservative 
accounts. 


Burroughs 

Low-priced stocks run the ga- 
mut from cats and dogs to issues 
of good quality —often better 
quality than the average of 
higher price stocks. In these in- 
stances a low-price range is gen- 

(Please turn to page 156) 

















Caterpillar Tractor 

Rohm & Haas Co. 
Container Corp. of America 
Eversharp, Inc. 

Sunshine Biscuits 

Mullins Manufacturing 
Pacific Mills 

Dow Chemical 

Lehigh Portland Cement 


Congoleum-Nairn 








DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1951 1950 

9 mos. Sept. 30 $2.50 $6.54 } 
Sept. 30 Quar. 1.49 2.13 
Sept. 30 Quar. 1.12 1.40 
6 mos. Aug. 31 -88 1.14 
9 mos. Sept. 30 4.67 5.13 
. 9 mos. Sept. 30 2.46 3.10 
9 mos. Sept. 30 -69 6.76 
Aug. 31 Quar. 1.31 1.90 
Sept. 30 Quar. .84 1.21 
9 mos. Sept. 30 1.48 2.23 
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Government controllers, we understand, are worried about 
building. It’s too good, they say. Demand for homes continues 
large. Housing starts in the first nine months totaled 852,000, 
K with 91,000 units started in 

September. The total already 
BUSINESS ACTIVITY: exceeds the Government 
PER CAPITA BASIS. “goal” for the full year. Un- 

M. W. S. INDEX 


less there is a renewed tight- 
200 | 











ening of mortgage credit, 
the expectation is that over 
a million homes will be 
started this year, against 1.4 
million in the record year 
1950. Hence renewed talk 
about the need to curtail 
residential building. 

As Stabilizer Johnston re- 
cently put it, there is need 
for a 30% to 40% cut next 
year in the rate of the na- 
tion’s business expansion, 
now booming at a $25 bil- 
lion annual rate, and there 
must be a definite cut in resi- 
dential building activity. If 
not, heavy consumption of 
materials in construction will 
worsen the shortages al- 
ready scheduled for 1952 
under Federal control or- 
ders. The country seems safe 
for the next two to four 
months from another infla- 
tionary surge, he adds, but 
next spring will encounter 
strong pressure on prices. 

As we see it, residential 
housing is likely to decline 
for two reasons. One is that 
much residential building in 
recent months was hurried 
through to beat metal short- 
ages in the offing. Another, 
that the very shortages that 
are likely to develop will au- 
tomatically pare  construc- 
tion activity. Thus home buid- 
ing faces a sharp drop in the 
first half of 1952 even with- 


out additional official pres- 
>. sure. Defense housing in 
u areas declared critical by 
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the Government may rise, but that will leave fewer homes for 
the rest of the country from the 850,000 total scheduled for 
1952, regardless of availability of mortgage credit. 

At any rate, a 30% to 40% reduction in business expansion, 
as Mr. Johnston proposes, would take a lot of steam out of the 
“next aggressive phase” of the inflation process. In our view, 
it’s not likely to be so aggressive. Real shortages of consumer 
goods should be very few next year so long as consumers con- 
tinue to buy moderately as they evidently intend to do. 

New influences will shortly be added to those currently shap- 
ing business developments. These stem mainly from the new 
tax bill. The new bite on wages means so much less spending 
power at a time when corporate income is also taxed more 
heavily, and individuals cannot readily recoup the boost though 
business will certainly try to pass theirs along in higher prices. 
This doesn’t augur well for much of a spurt in retail trade. 
Lower purchasing power and higher prices simply don’t work 
that way, despite the moderating circumstance of full employ- 
ment and high aggregate incomes. 

One straw in the wind is that initial consumer reaction has 
failed to produce anything like a rush of beat-the-tax buying. 
Spending of this sort has been very limited, leading to the 
conclusion that the average consumer is thinking more in terms 
of personal than excise taxes. This being so, some business 
is bound to suffer though there is no telling in advance which 
will be hit most. Most likely it will be the “big ticket’ items 
and particularly luxury goods which will be harder to move. 
The hope is that tax impacts won't be felt too much until after 
Christmas. 


Corporate Income Picture 


At the same time, the corporate income picture is becom- 
ing steadily less glamorous. Ability to pass along higher taxes 
will be difficult in those sectors of industry where there are 
surplus inventories and keener competition. Production costs 
are about to be lifted by a seventh postwar round of wage 
increases and it remains to be seen to what extent Govern- 
ment will allow prices to rise with wages. The new wage de- 
mands made upon the steel industry will constitute an inter- 
esting test case. Doubtless higher wages will be permitted if 
only to avert a steel strike and so as not to alienate labor in 
an election year. The official attitude may be less liberal 
when it comes to allowing compensatory price boosts though 
the steel industry has served notice that such will be inevitable. 
But it could mean a squeeze. 

All of which points to spottiness, both in the business and 
profit picture, and doubtless has something to do with the 
“second thoughts” behind the latest stock market break. Cor- 
porate profits are in a downtrend and it remains to be seen 
where they will level off. 
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The Business Analyst 





7 HIGHLIGHTS 


MONEY AND CREDIT—Introducing a new wrinkle into its 
money raising efforts, the Treasury offered $1,250 million of 
144-day tax anticipation bills due March 15, 1952, to banks 
and the public at large with promise of an additional $1 billion 
to be floated in November. Payment for these securities by 
banks is initially painless as the Treasury merely gets a credit 
entry on the bank’s books for the amount of bills bought. 
Eagerness of the banks to get these deposit credits on their 
books resulted in heavy demand for this issue which was sold 
to yield only 1.55%, which compares with a 1.615% basis 
for the latest offering of the shorter term 91-day bills. Issu- 
ance of these short-term securities, which can be used to pay 
taxes, merely gives the Treasury money it would receive any- 
way in March and shifts to a later date the problem of financ- 
ing the deficit on a more permanent basis. Meanwhile the 
Federal Reserve is prevented from taking effective anti-infla- 
tionary action as it cannot let the bond market drop as long 
as the Treasury has to make frequent efforts to raise “new 
money.” The Treasury’s reluctance to offer long-term issues 
apparently stems from its borrowing experience since June 30. 
Since that date, government borrowing has increased the Fed- 
eral debt by $1.8 billion but quasi-public sources have had 
to invest $2.2 billion to make this result possible. Thus $1 
billion has been supplied by United States Trust Fund purchases 
of Treasuries and the Federal Reserve has had to buy $1.2 
billion of outstanding government securities from private 
sources. An additional $300 million represents capitalized 
interest on Savings Bonds. On balance, then, private holders 
and banks have actually reduced their investments in govern- 
ment by $700 million while the Treasury has been hoping to 
place a larger proportion of its debt in private hands. Com- 
mercial loans have been increasing rapidly of late and such 
loans by reporting member banks now stand $1.3 billion above 
the level of July 25 with heavy seasonal borrowings just be- 
ginning. This factor plus continued short-term Federal barrow- 
ing has made for higher money rates and banks have now 
raised their interest charge on commercial paper to 2%4% from 
2%2% previously. Both corporate and government bond prices 
have been easing on a broad front in the past month. The 
Treasury 22's of December 1972-67, which are not eligible 
for bank investment, closed at 97% on October 22, down one 
point in a month’s time but still somewhat above the year’s 
low of 967. 
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TRADE—Retail sales of durable goods have revived from the 
abnormally low levels of recent months, although demand is 
still appreciably below that of a year ago. Sales of television 
sets have shown seasonal improvement and a pick-up in de- 
mand for furniture and hardware has been noted. The ap- 
proach of cooler weather has also seen a brisker movement 
of apparel lines. Department store sales in the week ending 
October 13 were 5% higher than for the same period a year 
ago, as store promotions brought good consumer response. 
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INDUSTRY—The Council of Economic Advisers has estimated 
that industrial production, as measured by the Federal Reserve 
Board’s index, reached 220% of the 1935-1939 average in 
September as compared to 218 in August and 211 in Septem- 
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MONEY AND BANK CREDIT 
[WEEKLY REPORTING MEMBER BANKS] 
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ber of last year. October output appears to be little changed 
as production of steel, coal and electric power continues near 
recent high levels. There has been a slight dip in paperboard 
production, and car loadings have failed to gain as much 
as seasonal expectations would indicate. 
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COMMODITIES—The fluctuating international picture made 
for a nervous commodity market this past fortnight but the net 
change for the two-week period was small in most cases. The 
daily index of 28 basic commodities compiled by the Bureau 
of Labor Statistics closed at 332.4 on October 19, somewhat 
below the 334.1 level of October 5. Improvement was most 
notable in grain prices while hides were sharply lower, drop- 
ping 10% in a week’s time. 
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The dollar value of NEW CONSTRUCTION in September 
totalled $2,826 million, down slightly from $2,843 million the 
previous month and also below the $2,848 million outlay for 
this purpose in September 1950. Increased expenditures for 
factories, utilities and for public housing failed to offset reduced 
outlays for private residential and commercial building. Spend- 


(Please turn to the following page) 
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Essential Statistics 

































































































































































Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Sept. 2.6 3.0 1.2 1.55 (Continued from page 139) 
Cumulative from mid-1940. Sept. 427.7 425.1 399.6 13.8 ing for military construction at $118 million 
FEDERAL GROSS DEBT—$b Oct. 19 257.0 257.0 2567 55.2 | was 5’ times as high as a year earlier while 
MONEY SUPPLY—$b ot : wei sr — — than 
Demand Deposits—94 Centers. Oct. 10 50.9 50.5 48.8 26.1 a ~ te es Se ae fae See 
acl hc aaidation Oct. 17 28.4 28.4 97.2 10.7 | struction in September amounted to $966 
ee million versus $950 million in August and 
BANK DEBITS $753 million in September 1950, while pri- 
New York City—$b Oct. 10 9.5 12.9 9.3 4.26 | vate residential building at $915 million 
93 Other Centers—$b Oct. 10 13.9 16.6 14.2 7.60 | was below August's $933 million and the 
PERSONAL INCOMES—$b (cd2) Aug. 254 252 228 102 all-time record outlay of $1,322 million for 
Sdaastes end Shanes Aug. 167 167 147 66 this purpose in September of last year. Pri- 
fide tnnamee Aug. 50 49 46 23 vate construction totalled $1,860 million, 
ie OEE ye Aug. 20 20 19 10 down from $1,893 million in August and 
Transfer Payments Aug. 13 13 12 3 11% below the $2,095 million spent in the 
(INCOME FROM AGRICULTURE) Aug. 23 22 19 10 | same month last year. 
POPULATION—m (e) (cb) Sept. 1548 154.6 152.2 133.8 ey ses 
Non-Institutional, Age 14 & Over__ | Sept. 109.0 1089 109.6 101.8 Output of new FREIGHT CARS in Sep- 
Civilian Labor Force Sept. 63.2 64.2 63.6 55.6 | tember amounted to 8,533 units, according 
ployed Sept. 1.6 1.6 2.3 3.8 | to a joint announcement of the American 
Employed Sept. 61.6 62.6 61.2 51.8 | Railway Car Institute and the Association of 
In Agriculture Sept. 7.5 77 78 8.0 | American Railroads. September production 
Non-Farm Sept. 54.1 54.9 53.4 43.8 | was up sharply from 7,183 cars in August, 
At Work Sept. 58.5 57.8 58.5 43.2 | reflecting settlement of strikes which cur- 
Weekly Hours, non-farm Sept. 38.1 42.4 41.5 42.0 | tailed production in August and the early 
Man-Hours Weekly—b Sept. 2.23 2.45 2.43 1.82 | part of September. New orders for freight 
EMPLOYEES, Non-Farm—m (Ib) Aug. 467 46.4 45.1. ~—«37.5_ | CAFS amounted to 9,657 units and this raised 
et tid rte 6.4 63 58 48 | the order backlog to 140,135 cars in Oc- 
Ristary hom, 13.0 12.9 12.8 117. | tober 1. This compares with unfilled orders 
Weekly Hours Fang 40.4 40.3 42 40.4 | for 106,611 cars on the same date last year. 
Hourly Wage (cents) Aug. © 160.2 160.2 146.4 77.3 ee A 
Weekly Wage ($)_______ | Aug. 6472 64.56 60.32 21.33 Manufacturers’ shipments of PASSEN- 
“i GER TIRES during August increased by 8% 
PRICES—Wholesale (Ib2) Oct. 16 177.7 177.4 168.9 92.5 to 5,634,475 casings from 5,216,883 in 
Retail (cdlb)— Avg. 206.3 206.7 1908 116.2 | July, according to the Rubber Manufactur- 
COST OF LIVING (Ib3) Aug. 185.5 1855 173.4 100.2. ‘| @fS Association, Inc. Production of tires at 
Food hai: 2270 2277 9209.9 113.1 | 9,020,860 was 14% above the output for 
Clothing Aug. 203.6 203.3 «1857 +~=—«113.8 | @ month earlier while INVENTORY on 
a. ed 136.8 136.2 131.6 107g | hand at the end of August rose 17% to 
———_— —$ $$$ | —_ —— | 2,967,432 casings from 2,538,650 in July, 
RETAIL TRADE—$b but was still far below the 4,794,327 pas- 
Retail Store Sales (ed)______ | Avg. 12.1 Ws 127 47 | senger casings on hand at the end of 
Durable Goods Aug. 3.8 3.7 5.0 1.1 August last year. 
Non-Durable Goods. Aug. 8.2 8.1 7.8 3.6 * * * 
Dep't Store Seales (surb)——____. | Av0- 090 te? | production of TELEVISION SETS during 
Retail Sales Credit, End Mo. (rb2)___ | Avg- 11.2 10.9 11.0 5.5 ‘ ‘ 
: Se ee — August at 146,705 units was slightly below 
MANUFACTURERS’ July output of 152,306 sets and a mere frac- 
New Orders—$b (cd) Total Aug. 22.6 21.0 27.3 14.6 | tion of the industry’s peak month of March 
NurihilewGoodé Aug. 10.8 10.4 13.9 7.1 | when 874,634 sets were turned out, accord- 
NonDurablesipoods Aug. 11.8 10.5 13.5 7.5 | ing to the Radio-Television Manufacturers 
Shipments—$b (ced)—Total__ Aug. 22.5 19.9 22.8 8.3 | Association. Output in the first eight months 
Becable Qeods Aug. 10.3 8.9 9.9 4.1 | of this year of 3,633,516 receivers was 
Now-Daiaiis “Goods Aug. 12.2 11.0 12.9 4.2 | 13% below the 4,184,400 produced in the 
= same period of last year. Production of 
BUSINESS INVENTORIES, End Mo.** RADIO SETS made a better showing, with 
Total—$b (ed) Aug. 70.6 70.8 54.0 28.6 | 8,977,232 units coming off assembly lines 
Manufacturers’ —_——— | Avs. “3 40.7 297 16.4 | in the first eight months, which was only 
Wholesalers’ —— | Avg. "3 8 9A 4.1 | 3.5% under the results for the similar period 
Retailers’ Aug. 17.8 18.4 14.8 8.1 of 1950. A total of 4,529,978 home radios, 
Dept. Store Stocks (mrb) —-—— Aug. 2.7 2.8 22 1.2 993,415 portable and 3,453,839 automo- 
BUSINESS ACTIVITY—1—pc Oct. 13 184.2 186.4 177.5 141.8 | bile radios have been produced so far this 
(M. W. S.)—1—np | Oct. 13 214.9 217.4 209.1 146.5 year. 
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The New Market Leaders 


in 1952 


By John Durand 


HIS year... we offer you an investment book of 

outstanding usefulness designed to serve you in 
maintaining ... and continuing ...a sound and profit- 
able investment position in the period ahead. 


Highly realistic—informative—and practical in application, it 
analyzes and evaluates—clearly and simply 


political-economic 


forces shaping up in the world today, emphasizing their effect 
on our economy and industry 
as an investor. 
More particularly, it points out the most promising oppor- 
tunities for above average profit—the new market leaders 
under conditions likely to prevail in 1952. 


how they will affect you 


Alert to changing conditions and their investment implications, this book—with a one-year subscription to The 
Magazine of Wall Street—provides a combination investment service that can be worth thousands of dollars to you 


in investment security and peace of mind. 


PART I—~World Forces to Determine Economic- 
Political Trends in 1952. 

—The Shifting Balance of World Power ... Effect Britain's 
decline; Commonwealth Nations as Independent Entities; 

—Russia’s Political-Economic Power vs. U.S, in Europe ... 
The Middle East... The Far East... Realistic Appraisal 
of Danger Spots ... Our New Vulnerability ... Financially 
..+ Economically ... Militarily; 

—“trength and Weakness in Western Coalition; 

-Frupting Middle East... Far Reaching Economic-Political 
repercussions on the U.S. ... The West as a Whole; 

—Evaluating “Point-Four” Program ... Vital Considerations 
involved in Industrializing Densely Populated Low-Wage 











Areas ... What Can We Expect from This Investment? ; 
—World Under Continued Cold War ... Uneasy Peace... 
Showdown with Russia in 1952? 


PART Il—Realistic Appraisal of U. S. Financial- 
Economic Position as We Enter 1952. 


—The American Dollar... At Home and Abroad ... Budget 
Deficit Financing ... Gold Revaluation; 

—Politics in Defense Program ... Election Year Influences; 

—Joker in Defense Production Timetable . Shifts and 
Rechanneling of War Orders ...to Avoid Danger of Rapid 
Obsolescence ... In Light of Current Military Experiences; 

—The Requisites for Flexible Economic Adjustment to Meet 
Progressive Impacts on Industry and Trade; 

—How Much Strain on Civilian Goods Under Cutbacks .. . 
Controls . . . Gov’t-Dominated Supplies of Commodities; 

—Clarification of Inflation-Deflation Picture; 

—The Hurdle of Over-Capacity for Civilian Production ... 
Continuing Inventory Glut. . . Consumer Buying Power 
Under Impact of New Taxes; 

—Prospects for Business Profits in Period Ahead. 


PART ill—Which Industries? Which Companies? 


(a)—Individual Industries Under Semi-Defense Economy. 
—Relative Position of Major and Secondary Companies 
Looking to 1952... Where Dynamic ... Where Static 
... Where Long-Term Growth Potentials Exist ... 
Revitalized Companies . . . Specialties; "i 
—Study of Profit Margins ... Balancing Benefits from 
Modernization ... New Processes... New Plants... 
Against Increased Taxation . .. Higher Costs... 
Potential Consumer Buying Power; 


—The Importance of Substantial Dividend Coverage... 
Under Adjustments ... and Profit Uncertainties. 


(b)—PLANNING FOR PROFIT AND INCOME 

Position with Your Income 
Objectives .. . Stressing Advantage of Capital Gains 
to Supplement Regular Income Return; 

—How to Maintain a Sound and Flexible Investment 
Position . .. Strengthen Your Current Portfolio; 

—When Dollar Averaging is Desirable . . . Switching 
Where Issues Indicate Vanishing Return... Marking 
Down Cost of Holdings ... Using Profits for Rein- 
vestment in Emerging Market Leaders; 
How to Select the Right Kind of Dynamic Specialties; 
~Applying Calculated Percentage of Profits for Venture 
Capital in Low-Priced Fortune Building Opportunities. 


~Reconciling Your Tax 


PART IV—The Stock Market Looking to 1952. 


—Discounting of Business Prospects for the First Half; 

—1952 Election as a Developing Market Factor; 

—The Effect of Continuing Absorption of Blue Chips on 
Floating Supply ... Thin Markets; 

—Can Balancing Factor of Investment Trust... Institutional 
Buying ... Minimize Large Scale Market Break?; 

—To What Extent Can Market ... in Cyclical Phase . . 
Withstand Shock of Unexpected World Developments? ; 

—Where Shift in Leadership will make for Dual Market; 
—Emphasis on Special Situations . Emergence of New 
Group Trends and Opportunities for 1952... New Market 
Leaders in the Making. 


PART V—Specific Security Selections. 


1. Yop-Grade Investments to Net Return of 6% 
. with Inherent Appreciation Potentials; 


and More 


to 


Special Growth Companies for Capital Building Where 
Groundwork Has Been Laid to Exploit for Further 
Growth ... Tax Sheltered Growth Companies; 
Strategically Placed . . 
.. Where $100 Can Do 


3. Dynamic Low-Priced Stocks ... 
Including Fortune-Building Type . 
the Work of $500. 

PLUS .... Individual Portfolios . . . Soundly Balanced F 

from Above Selections: : 
~—For Personal Annual Income Return of . . . $4,000—$7,000 


$10,000. 3 
—For Accumulated Funds of .-. . $5,000—£10,000—$25,000 
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¢Knowledge — (U0) 
To Superior S00 





his Christmas .. . give the gift that lasts forever and can never be taken away—the priceless gift 
of knowledge . . . more essential than ever as a basis for making plans in kaleidoscopic 1952. 


Because of its broad scope, its forthright dependability and sound common sense, no Christmas gift you ca 
give this year will provide greater service and be more highly appreciated than The Magazine of Wall Street. 


It will express your esteem—your interest in the welfare of the recipient ... and 26 times throughout thd 
coming year, he will be reminded of your thoughtfulness. 
Those to whom you give The Magazine of Wall Street will 
turn to it with interest at first... then with eagerness... 
because they will find it profitable as an investment counselor 





. and because they will gain an understanding of domestic 
and international affairs which they never believed could be ¥ “ 
acquired so easily. “MAGALINE } 

Give “The Magazine of Wall Street to... arene 

Your Business Friends and Associates - - who will appreciate hn =H] The Magazine of Wall 


having such a reliable source of information. It will form a including FREE our new! 


bond of interest between you and promote your business spittle! How to Select the Ne} 
relations. ‘ % Leaders in 1952” ce te 

Your Executives and Employees—-who will acquire a broader aes you these five services 
prasp of the vast industrial and economic changes taking > source . 


place. It will help to develop their understanding and _9P~ 1. Market Forecasts 
judgment. 2 
Your Son and Daughter— because it will assist them in acquir- Z 
ing the perspective they need to plan and safeguard their 3. Washington News t 
financial future. ™ : 4. Domestic, Internatio 
Yourself — because it keeps you “ahead of events” in the world 


Industrial, Security 


Affairs Analyzed 





of economic shift and change ... and is the best investment : : . 
guide you can possibly obtain... regardless of price. Economic, Suainesete 
“ . at an infinites 
THE MAGAZINE OF WALL STREET Gift Subscriptions 
90 Broad Street, New York 4, N. Y. at $12.50 Each 
-] Tenclose $15—enter (or extend) my own personal subscrip- : 
tion for one year, 26 issues. [] $27.50 for special two years’ NAM Ceremonies 
subscription, 52 issues. (Each will include FREE copy of Address 
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—and Consultation Service on 3 Listed Securities at a time.) 
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Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
INDUSTRIAL PROD.—1—np (rb) Aug. 218 213 209 174 RAYON SHIPMENTS by ‘producers in 
Mining Aug. 165 156 159 133 September totalled 82,100,000 pounds, a 
Durable Goods Mfr. Aug. 269 266 247 220 marked decline from the August total of 
Non-Durable Goods Mfr —|Avo 194 189 195 151 97,900,000 pounds, according to “Rayon 
CARLOADINGS—t—Total on ons os es9 933 Organon.” With production continuing to 
Mise. Freight ne ANé 408 421 379 exceed shipments, RAYON STOCKS rose 
Mae. LCL Oct. 13 1 1 79 156 sharply to 62,900,000 pounds, or 49% 
Seis Oct. 13 54 54 55 43 above August 31 levels. A year ago, inven- 
tory on hand amounted to only 12,800,000 
ELEC. POWER Output (Kw. H.) m Oct. 13 7,160 7, 156_ 6,509 3, 267 pounds. 
* * * 
io on oo Oct. 13 11.0 10.9 11.6 10.8 ; 
-nkancnedag ty igi ee saa ae aa 446 |. Ovtput of finished PORTLAND CEMENT 
evwngenelping penal yas ai 59.0 618 in August amounted to 22,685,000 barrels, 
: gS : oo, a 4% increase from the 21,884,000 barrels 
PETROLEUM—(bbls.) m produced a year earlier, the U. S. Bureau 
Crude Output, Daily «|: et. 213 6.3 6.3 5.9 4.1 of Mines reported. SHIPMENTS of 25,852,- 
Gasoline Stocks Sicilia: Se ae 112 113 104 86 000 barrels in August topped output for the 
Fuel Oil Stocks Oct. 13 49 48 43 94 month with the result that mill STOCKS 
Heating Oil Stocks. Oct. 13 100 98 81 55 continued to decline and amounted to 11,- 
ie siete ate Oa) ws nrg 2s on pm 632 448,000 barrels on August 31 against 14,- 
612,000 barrels on hand a month earlier. 
Stocks, End Mo. (bd. ft.) b___-__— Aug. 7.9 75 64 12.6 © The deel ors i P 
= bas mie e decline in inventory which began in 
STEEL INGOT PROD. (st) m Sept. 8.64 8.73 8.20 6.96 | May is seasonal and usually continues until 
Cumulative from Jan. 1 Sept. 78.3 69.7 FZ 74.7 October. Stocks then rise rapidly in the en- 
s gill = ~~ | suing four months as waning building op- 
Le CSREES CONSTRUCTION erations during the winter cut cement usage. 
AWARDS—$m (en) Oct. 18 195 221 261 94 ‘igi ad 
iy Cumulative from Jan. 1S cul 18 11,562 11,367 9,670 5,692 August shipments of FABRICATED 
1 | miscetraneous STRUCTURAL STEEL totalled 240,072 tons 
it thd asaihediai, ‘Nae Coitine an Oct. 13 172 288 231 165 down slightly from June’s record 257,066 
Cacti Sencatis Saheb Aug. 37 30 39 17 tons, which was the largest since 1930. UN- 
Do., Cigars—m Aug. 534 422 587 543 FILLED ORDERS at the end of August 
Do., Manufactured Tobacco (Ibs)m_ | Aug. 22 16 24 28 amounted to 2,748,315 tons. 

















b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., 
edlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated, en—Engineering News-Record. I—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. m—Millions. mpt—At mills, publishers, 
and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pe—Per capita bast. 


justed monthly totals at annual rate, before tases. 






































rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. *—1941; November, 
or week ended December 6. **—S lly adjusted 
THE MAGAZINE OF WALL STREEET COMMON STOCK INDEXES 
No. of 1951 Indexes —————-_ (Nov. 14, 1936, Cl.—100) High Low Oct.13 Oct. 20 
Issues (1925 Cl.—100) High Low Oct.13 Oct. 20 100 HIGH PRICED STOCKS 124.4 107.1 124.4 120.4 
334 COMBINED AVERAGE .... 304.6 172.6 204.6 196.7 100 LOW PRICED STOCKS 252.9 208.6 252.9 242.7 
‘| 4 Agriculaural Implements 318.0 246.5 318.0 303.2 5 Investment Trusts ......... 98.9 84.8 98.1 95.6 
10 Aircraft (‘27 Cl.—100) 339.1 252.8 339.1 314.5 3 Liquor ‘27 Cl.—100) 1250.1 1066.6 1250.1 1181.3 
7 Air Lines (‘34 Cl.—100) 764.7 634.0 712.4 666.7 11 Machinery 215.9 177.7 219.8 210.2 
8 Amusement 12.5 86.5 TZ5 105.4 3 Mail Order 152.0 125.3 142.6 138.6 
10 Automobile Accessories . 257.6 216.2 253.0 246.1 3 Meat Packing 109.1 85.7 99.2 95.0 
11 Automobiles ...... 46.3 36.1 41.4 40.2 13 Metals, Miscellaneous 314.8 233.0 314.8 300.0 
3 Baking (‘26 Cl.—100).. 23.2 21.0 22.0 21.8 4 Paper 416.9 344.3 413.5 403.4 
3 Business Machines 410.1 300.8 407.1 392.5 29 Petroleum 447.3 355.0 443.8 429.6 
2 Bus Lines (‘26 Cl.—100).... 183.1 150.6 157.4 155.7 30 Public Utilities wie 1556 142.5 155.6 154.2 
6 Chemicals ; 427.8 326.0 408.3 395.2 9 Radio & TV (‘27 Cl. —100) 8 32.6 26.6 32.6 30.4 
3 Coal Mining 18.3 13.2 15.6 14.7 8 Railroad Equipment ........ 73.8 57.5 70.4 66.3 
4 Communications 72.5 58.3 70.6 66.9 24 Railroads : 45.4 34.2 43.6 40.8 
9 Construction 73.0 60.2 73.0 F1.2 3 Realty 410 34.3 37.8 37.4 
. 7 Containers 490.6 376.5 483.3 490.6 3 Shipbuilding 184.4 139.1 184.4 176.0 
‘9 Copper & Brass 171.9 126.3 171.9 160.1 3 Soft Drinks 395.5 306.9 320.3 306.9Z 
2 Dairy Products .... 84.0 735.7 84.0 84.0 15 Steel & Iron 169.5 134.1 165.1 157.7 
5 Department Stores : 84.5 66.0 75.4 71.1 3 Sugar 77.6 66.5 73.2 72.5 
6 Drugs & Toilet Articles............ 235.0 213.6 228.4 224.2 2 Sulphur 655.3 425.3 607.6 577.2 
2 Finance Companies ... 310.5 243.0 310.5 305.6 5 Textiles . 223.6 191.3 207.4 199.4 
7 Food Brands ............ 200.9 171.4 185.9 182.3 3 Tires & Rubber ............ 753 51.2 73.8 70.9 
2 Food Stores ........ 118.4 103.8 108.3 106.0 6 Tobacco ... Kedevs 86.7 Pa 86.7 86.7 
3 Furnishings .............. 75.0 65.7 69.0 67.7 2 Variety Stores ........ Perr 301.1 319.5 319.5 
GN AINE ose cncsscssentsone<acces 779.8 579.3 779.8 718.5 20 Unclassified (’49 Cl. —100) 127.3 109.4 125.4 120.8 
Z—New Low for 1951. 
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Trend of Commodities 





Commodity futures have been firm and active in the past 
two weeks and the Dow Jones futures index closed at 186.40 
on October 22: against 186.91 on October 8. Wheat has been 
quite strong during the period with the nearby December op- 
tion up six cents in two weeks to close at 253%2 on October 22. 
Demand was spurred by news of unfavorable weather for the 
Canadian crop and a poor outlook for Southern Hemisphere 
production, plus increased movement of the bread grain into 
the government loan. Corn futures have also improved 1 to 
1% cents since October 8 but the seasonal increase in market- 
ing restrained the upward movement. The supply of corn in 
the 1951-52 season, consisting of a 750 million bushel carry- 
over plus a 3,105 million bushel crop, will total 3,855 million 
bushels. Consumption may be somewhat higher than last year 
in view of the 3% rise in grain consuming animals and could 


total 3,350 million bushels, leaving some 500 million bushels 
at the end of the season. There were 450 million bushels under 
loan or government ownership on October 1 of this year, and 
a continuation of this situation would make for a very low free 
supply of corn by the end of this season. Cotton futures were 
down about '2 cent in the past two weeks as activity in the 
cloth market continued restricted and stocks of goods remained 
large. Cotton buyers were heartened by Washington reports 
of possible exports of 6.5 million bales this season if financing 
can be arranged, a big jump from previous expectations that 
export demand would total only 5.5 million bales. Exports last 
season, which were restricted by the small crop, totalled 4.1 
million bales. Domestic sugar futures dropped slightly in the 
past two weeks despite announcement of a 350,000 ton cut 
in this year’s sugar quota for domestic users. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Dec. 6 
1941 

156.9 
157.3 
156.6 


Date 2 Wks. 3 Mos. 1 Year 
Oct.22 Ago Ago Ago 
. 331.9 334.6 327.6 330.0 
340.6 347.3 347.6 356.1 
326.4 326.6 315.3 314.2 


28 Basic Commodities 
11 Imported Commodities 
17 Domestic Commodities 


WHOLESALE COMMODITY PRICES 
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1951 


1951 
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Dec. 6 
1941 
163.9 
169.2 
148.2 


Date 2 Wks. 
Oct. 22 Ago 
358.9 360.7 
369.0 372.2 
317.2 320.5 


3 Mos. 
Ago 
356.0 
364.9 
314.8 


1 Year 
Ago 

348.2 
352.9 
317.6 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 
1951 1950 1947 
DOMED cscccvesochssett 214.5 304.7 164.0 
174.8 134.2 126.4 


Dec. 6, 1941—85.0 
1945 1941 1939 

95.8 743 78.3 

93.6 58.7 61.6 
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Average 1924-26 equals 100 
1951 1950 1947 1945 1941 1939 


Ls | eee eS 215.4 202.8 184.4 111.7 88.9 67.9 
176.4 140.8 123.0 986 58.2 489 


1938 1937 


57.7 866 
47.3 546 
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The General Electrie Company has completed a 
U.S. Air Force order for the largest and most com- 
plex radar systems ever devised. Capable of detecting 
aircraft at long range, the systems have been in- 
stalled by the Air Force as major “posts” in the 
“radar fence” now protecting the United States and 
Canada against sneak enemy air attack. Locations 
are naturally secret. A single system can intercept a 
large number of enemy air raids simultaneously, a 
feature enabling it to perform the combined work of 
many smaller radars such as those used in World 
War II. 


The consolidation of Thatcher Glass Manufactur- 
ing Co. and McGee Glass Co. has been announced, 
with combined annual sales of the two companies in 
the vicinity of $30 million. The union of the two com- 
panies brings together two of the longest established 
and foremost organizations in the glass industry, and 
should afford substantial operating economies. That- 
cher is a leading producer of blown glass products, 
and McGee pressed glass products. 


Willys-Overland Motors, Inc. has been granted a 
$10 million facilities contract to expand by 60% its 
present steel and aluminum forging capacity at its 
plant at Toledo, Ohio. The new equipment, to be used 
in manufacturing jet engine parts and other aircraft 
forging, will be installed immediately. Machinery 
and equipment covered by the U. 8S. Army Air Force 
contract includes 20 steel drop hammers ranging in 
capacity from 5,000 to 35,000 pounds, several billet 
furnaces for each of the hammers and many other 
items of equipment. 


Ferro Corporation’s eighth foreign plant started 
into production at the end of September with the 
opening of Ferro Enamel de Mexico, S. S. in Mexico 
City. The newest Ferro plant, which will produce 5 
million pounds of “frit”? annually for Mexican appli- 
ance and ceramic industries, follows a pattern of 
world-wide distribution undertaken by the parent 
company in 1927. Ferro’s first foreign plant was 
opened in Ottawa, Canada in 1927 and since that 
time has built plants in England, France, Holland, 
Argentina, Brazil and Australia, and has plants un- 
der construction in Japan and Chile. Foreign sales of 
Ferro were about $9.5 million in 1950. 


Ryan Aeronautical Co. will increase ten-fold its 
production of complete rocket motors for surface-to- 
surface missiles as a result of orders just received. 
The latest contract is from Firestone Tire & Rubber 
Co. of California. Previously, Ryan has built rocket 
orders under contract with Douglas Aircraft Co. for 
an Army Ordnance Corps surface-to-surface missile. 


Worthington Pump & Machinery Corp. will supply 
four gas engine generator units for the power sta- 
tion at the largest gasoline plant in Europe, now un- 
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der construction at Cortemaggiore, Italy. The new 
plant with an output of 9,750,000 cubic feet a day, 
is being built by Azendia Generale Italiana Petrili, 
It is located in the Po Valley where large deposits of 
methane gas wil! be tapped. Operations are expected 
to begin at the end of the year. 


American Stove Co. expects to change its name to 
Magic Chef, Inc. The change will be made December 
31, if stockholders approve at a later meeting for 
which no date has been set as yet. The company ex- 
plained it hopes to take this step because it has found 
itself “dominated by the brand name of its products” 
the Magic Chef gas and oil stoves and other appli- 
ances. 


Nedicks, Ine. is going to open a number of its quick 
lunch stores in and around New York City during 
the coming year and is planning to franchise 
Nedicks-type units across the nation. The company 
has designed a pre-fabricated unit which can be 
erected in sections to the desired size, both in smaller 
communities and along the nation’s important high- 
ways. It will have complete equipment and will bear 
the trade-mark and appearance of a Nedicks store. 
Plans are to franchise these units to individual oper- 
ators and to help them in both financial and operat- 
ing problems. Also, the 90 wholly-owned stores are to 
be modernized. 


West Penn Electric Co. plans to spend $35 million 
for increasing the generating facilities of two of its 
operating subsidiaries. The program calls for the 
installation of a 135,000-kilowatt generator at the 
Springdale Station, a few miles north of Pittsburgh 
and a similar size station at the Albright Station now 
under construction in Preston County, West Va. 
When all presently projected additions are completed 
in 1954, the West Penn Electric system will have a 
power capacity of 1.7 million kilowatts, almost 1 
million more than it had in 1944. 


Colorado Fuel and Iron Corp. is planning to ac- 
quire all the assets of Brooke Iron Co. Under an 
agreement approved by directors of both firms, 
Brooke stockholders will receive for each share of 
their stock one third of a share of common and one 
eighth of a share of $50 par value 5% cumulative 
preferred stock of Colorado Fuel and Iron Corp. The 
plan, which is subject to stockholders’ approval, pro- 
vides for Colorado Fuel’s assumption of all contracts 
and liabilities of Brooke. This will give the company 
facilities in Pennsylvania and New Jersey, as well as 
Colorado, Delaware and New York. 


Long distance dialing, whereby a telephone cus- 
tomer with ten pulls of the dial can reach another 
subscriber in a distant city will see its first public 
use on November 10, when the Bell System will in- 
augurate the new system. The trial will be attempted 


143 








from Englewood, New Jersey and 13 widely scat- 
tered areas will be set up to receive the direct dial 
calls. Basis of the trial is the division of the United 
States into areas designated by a 3-digit code. San 
Francisco, for example, will be in area 318, so that 
an Englewood subscriber will be able to call San 
Francisco merely by dialing 3-1-8, followed by the 
San Francisco’s subscriber’s regular telephone num- 
ber. This means that a maximum of ten characters 
will need to be dialed, or in the case of some party 
numbers, eleven characters. 


Work is well under way on the new multi-million 
dollar expansion program of the Granite City Steel 
Co. at Granite City, Ill. The program, to increase 
production of flat rolled products at the company’s 
Granite City hot strip mill, includes the construction 
of three open-hearth furnaces, a blooming mill, three 
new slab heating furnaces, and alterations to the 
present strip mill, plus miscellaneous work. Two of 
the largest industrial organizations in their field 
have united forces in the interests of national de- 
fense to accelerate production of the giant C-124 
Globemaster 11 Air Force transport. For this pur- 
pose, the Douglas Aircraft Co. has signed multi- 
million dollar contracts with the Plymouth Division 
of Chrysler Corp. to assemble the entire tail section 
and major wing sections of this large airplane. 
Chrysler has assigned the production to part of the 
880,000 square foot addition being built to its Los 
Angeles plant. When assembled, tail sections of the 
Globemaster measure more than 30 feet from top to 
bottom and 45 feet from tip to tip of the horizontal 
stabilizers. 


Color television pictures of theatre screen-size 
have been shown in New York by the Radio Corpo- 
ration of America in tests that revealed further ad- 
vances in the RCA compatible, all-electronic color 
television system. The demonstration had three pur- 
poses: (1) to reveal how motion picture theatres of 
the future may receive and project color television 
programs on theatre-size screens; (2) to show a new 
dimension of the compatability of the RCA color 
system with black-and-white television standards; 
(3) to prove that color television transmissions can 
reach theatres satisfactorily by radio relay, coaxial 
cable on on-the-air broadcasts. 


Titnium Metals Corp. of America, owned jointly 
by National Lead Co. and Alleghany Ludlum Steel 
Corp. has begun production of titanium at the newly 
constructed Henderson, Nevada, plant. Output at 
Henderson will be expanded rapidly until an initial 
production goal of ten tons per day is reached late 
next year. This will be equivalent to eight times the 
present world production of titanium, which is a 
light structural metal. 


Food Machinery & Chemical Corp. has completed 
negotiations for a $30 million V-loan to be used in 
connection with its defense program. A substantial 
portion of the defense production will be at San Jose, 
Cal. where facilities are now being completed for 
production of armored personell carriers for the 
army. Tooling expenditures alone for the project will 
be approximately $42 million. Food Machinery is al- 
so making amphibious tanks for the U. S. Navy 
and decontaminator units for the Chemical Corps. 


U. S. Steel Corp. has put into operation at its South 
Works in South Chicago, Ill. what may be described 
as the largest single shaft turbo-generator ever built 
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for industrial power production. The unit, housed in 
a new ten-story addition to the No. 5 power station, 
is one of the principal installations in a multi-million 
dollar improvement program under way at the South 
Works. When operating at capacity, it will produce 
enough electric power to service a community of 
150,000 persons. 


National Petro-Chemicals Corp. the new petro- 
chemical company formed earlier this year by Na. 
tional Distillers Products Corp. and Panhandle East. 
ern Pipe Line Co. has disclosed its plans for building 
a $32 million plant at Tuscola, Ill. This marks the 
point where Trunkline Gas Co., 96.8% owned by 
Panhandle, is about to begin deliveries of natural gas 
from its new $80 million natural gas pipeline into the 
main Panhandle pipeline system. Panhandle will 
supply National Petrochemical’s natural gas require- 
ments for a 20-year period with deliveries scheduled 
to begin late in 1952. National Distillers will supply 
the new plant with surplus chlorine to produce et- 
hane, propane, and natural gasoline. The ethane will 
remain for further processing and the remainder will 
be sold to Phillips Petroleum Corp. under a long- 
term contract. 

A new tractor produced by Allis-Chalmers Corp. 
can haul anti-aircraft or heavy bombardment guns 
to battle positions, or with quick conversion in the 
field, can be turned into a cargo carrier. The tractor 
also carries ammunition and supplementary equip- 
ment for the gun and gun crew. The new 22-ton 
tractor can handle 90 millimeter AA guns, the big 
155 millimeter guns, eight inch howitzers and other 
artillery. 


American Seating Co. of Grand Rapids, Mich. has 
purchased the S. Karpen Transportation Seating di- 
vision of the International Furniture Co. of Chicago, 
Ill. The Grand Rapids concern manufactures a di- 
versified line of transportation seating ranging from 
bus seats to locking devices for military planes. The 
Karpen division plant will be moved to Grand Rapids. 

Progress is being made on defense orders and fac- 
tory conversion for additional rearmament business 
affecting seven plants of the Libby-Owens-Ford Glass 
Co. The new Fibre Glass Division’s factory at Park- 
ersburg, West Va. is about to commence initial op- 
erations on the manufacture of superfine fibre glass. 
Space in the Ottaw, Ill. plant and at the Rossford, 
Ohio plant is being used or converted for speeial de- 
fense operations and an optics plant at the latter lo- 
cation has been reactivated. Preliminary construc- 
tion is under way for the new precision grinding 
and polishing plant at Rossford. The new alkyd mold- 
ing compound plant in Toledo is practically com- 
pleted and will soon be ready for operation. 


A new effective antidioxidant for both GR-S and 
natural rubber is being made available to the rubber 
industry in commercial quantities by the Dow Chem- 
ical Corp. This product has found acceptance after 
extensive testing. The chemical, a mixture of styren- 
ated phenols, has shown outstanding non-staining 
properties which should make it especially useful in 
the protection of such rubber articles as white side 
wall tires, refrigerator gaskets and electrical wiring 
insulation. Further experimentation is being con- 
tinued along the lines of finding more effective chem- 
icals to combat damage incurred by oxidation of rub- 
ber, fuel oils, lubricating oils and hydraulic fluids. 
Other important qualities are known to be features 
of the new process, a field in which the Dow Chemical 
Corp. is an acknowledged leader. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1, Give all necessary facts, but be brief. 

9. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


4. No inquiry will be answered which is mailed in our postpaid reply 


5. Special rates upon request for those requiring additional service. 





The Hecht Company 


“IT am interested in department store 
stocks and am particularly interested 
now in Hecht Company, whose principal 
store is in Washington, D. C. Will you 
please present pertinent data on the 
company, including recent earnings and 
financial position?” 


C. H., Racine, Wisconsin 


The Hecht Company’s, listed on 
the New York Stock Exchange, 
semi-annual report discloses rec- 
ord sales and lower earnings. Net 
profits adjusted for Lifo were 
$523,482, after dividends on the 
3 cumulative preferred stock, 
were equivalent to 57 cents a com- 
mon share. On a Fifo (first-in 
first-out) inventory pricing, the 
method previously used by the 
company, net earnings were $621,- 
194 for the six months ended July 
il, 1951 compared with $1,101,- 
825 for the comparable interim 
veriod of the previous year, equal- 
ing after preferred dividends, 70 
tents and $1.34 a common share 
respectively. 

Included in the income for the 
ix months is a special non-recur- 
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ting net capital gains item of 
4187,653 resulting from the dis- 
sition of company assets. Net 
brofits were lower due to the 
Maller gross margins on sales 
‘aused by conditions of price con- 
‘tols and the competitive endeavor 
0 achieve a larger dollar volume. 
perating expenses were also 
ligher, 

Net profits after taxes for the 
welve months ended July 31, 1951 
vere $3,507,477 compared with 
OVEMBER 


17, 1951 


$3,955,827 at July 31, 1950. These 
earnings are on the Fifo method 
of inventory valuation and, after 
provision for preferred stock divi- 
dends, were equivalent to $4.43 a 
common share against $5.02. 

The company’s net sales in- 
creased 3.7% for the six months 
of the current fiscal year, which 
ends January 31, 1952, by rising 
to a record level of $38,603,287 
from the dollar volume of 37,230,- 
436 reported for the 1950 interim 
period. For the twelve months 
ended July 31, 1951, sales were 
$86,667,121 in comparison with 
$83,404,881 for the twelve months 
ended July 31, 1950, a gain of 
3.9%. 

The ratio of current assets to 
current liabilities was 5.0 to 1 on 
July 31, 1951 and 4.8 to 1 on July 
31, 1950. Current assets amount- 
ing to $34,742,600 and current lia- 
bilities of $6,981,302 at the close 
of the current interim period con- 
trast with $30,454,466 in current 
assets and $6,353,178 in current 
liabilities on July 31, 1950. Divi- 
dends in 1950 totalled $1.60 per 
share and the 40 cent quarterly 
dividend continues. 


Pillsbury Mills 


“Please supply recent annual earn- 
ings and sales of Pillsbury Mills and if 
there has been an increase in sales, 
please give the reason for this increase. 
Also would like to know financial posi- 
tion of the company.” 


R. T., Racine, Wisconsin 


Pillsbury Mills reported in- 
creased earnings of over $1 mil- 


lion for fiscal year ended May 31, 
1951. The increase meant a return 
to a more normal earnings base, 
although the company claims a 
higher margin of profit would be 
reasonable. 

Net sales for the fiscal year 
were $224,780,042—an increase of 
$23,688,102; and net earnings fig- 
ures were $2,676,049—an increase 
of $1,151,134. 

This amounts to $4.27 per share 
of common stock and compares 
with previous year’s $2.16 a 
share. 

The increase in sales was due 
in part to higher unit prices and 
in part to an increase in volume. 

The increase in earnings was 
due largely to more nearly nor- 
mal margins on bakery flour prod- 
ucts and in soybean processing, 
effective merchandising of gro- 
cery and feed products, and sound 
production management. 

Pillsbury paid dividends during 
the year at the same rate of $2.00 
a share totalling over $1 million 
on the common stock, and retained 
one and a quarter million dollars 
to be used in the business. 

Taxes on income for the year 
increased from $940,000 to $2,- 
531,000, an increase of about63%. 

The book value per share of 
common stock was $61.90 com- 
pared with $58.77 the year be- 
fore. Current assets as of May 31 
last, were $73,570,749 and current 
liabilities $42,094,978 leaving 
working capital of $31,475,771 
against $30,716,919 a year earlier. 
Inventories were $39,805,464 com- 
pared with $15,363,100. 

The company’s steps in growth 
that have been made over the past 
decade culminated in the recent 
acquisition of Ballard & Ballard, 
Louisville, and the introduction of 
a new product in its line this year. 
The company’s grain merchandis- 
ing has been growing and shows a 
good profit. The company’s over- 
seas business has expanded and 
this has been despite the down- 
ward trend of flour exports gen- 
erally. 
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Keystone Steel & Wire Company 


“Please present pertinent data as to 
sales volume, earnings and financial po- 
sition of Keystone Steel & Wire Com- 

” 
pany. 


R. M., St. Paul, Minnesota 


Keystone Steel & Wire Com- 
pany and subsidiaries for the fis- 
cal year ended June 30, 1951 re- 
ported consolidated net profit of 
$7,257,116, equivalent to $3.87 a 
share on 1,875,000 shares of Key- 
stone capital stock outstanding, 
compared with $8,487,114 and 
$4.53 a share for the previous 
year. Consolidated profit before 
Federal income taxes for the year 
amounted to $21,263,015, a new 
high record, against $15,203,921 
for the previous year, an increase 
of $6,059,088. Federal income tax 
rates, however, averaged 61% for 
the year compared with 38% for 
the preceding year. The increase 
of $7,132,974 in Federal income 
taxes for the year was greater by 
$1,073,886 than the increase of 
$6,059,088 in taxable income. 

Consolidated net sales for the 
vear totalled $91,451,112, also a 
new high record figure, and an 
increase of 38% over sales of 
$66,381,076 for the preceding 
year. Operations throughout the 
year were maintained at levels 
largely determined by the avail- 
ability of the necessary raw ma- 
terials. Keystone produced 328,- 
147 net tons of steel ingots last 
year compared with 337,129 for 
the previous year. Additional steel 
totalling 7,260 net tons was pur- 
chased from outside sources com- 
pared with 22,131 tons purchased 
in the previous year. 

The inadequacy of raw ma- 
terial supplies was a limiting fac- 
tor in the company’s operations 
throughout most of the fiscal year. 
While present supply of steel con- 
tinues inadequate, both in quan- 
tity and quality, the supply of pig 
iron seems to be gradually im- 
proving with a corresponding im- 
provement in the tonnage of steel 
produced. New additions to plant, 
buildings and equipment for the 
year amounted to $1,810,295. Ap- 
propriation for the construction 
of a new open-hearth furnace and 
the necessary additional facilities 
now total $2,500,000. Completion 
of these facilities is scheduled for 
early 1952. 

Consolidated net working capi- 
tal of the company on June 30, 
1951 amounted to $14,158,308 
compared with $11,744,358 a year 
earlier, an increase of $2,413,950. 
Dividends including extras to- 
talled $2.05 a share in 1950 and 
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40 cents quarterly has been paid 
thus far in the current year. 


Cornell-Dubilier Electric 
Corporation 
“Please furnish information as to re- 
cent sales and earnings of Cornell-Du- 
bilier Electric Corporation and also 
what is the present dividend rate? 


N. M., Akron, Ohio 


Consolidated net sales of Cor- 
nell-Dubilier Electric Corporation 
and subsidiary companies for the 
nine months ended June 30, 1951, 
rose 35% over the volume re- 
corded in the nine months ended 
June 30, 1950, and exceeded the 
record sales figure established in 
the company’s entire fiscal year 
ended September 30, 1950. 

Net sales for the nine months 
under review totalled $26,202,998 
as compared with $19,432,514 for 
the nine months ended June 30, 
1950 and $23,927,117 in the last 
fiscal year. 

After provision of $2,629,000 
for income taxes, consolidated net 
income for the nine months ended 
June 30, 1951, amounted to $1,- 
415,738 as compared with $970,- 
148 in the corresponding nine 
months of the previous year after 
provision of $594,000 for taxes. 
After providing for dividends on 
preferred stock, the latest earn- 


-ings are equivalent to $3.21 per 


share of outstanding common 
stock as against $2.15 per share 
for the nine months ended June 
30, 1950. 

Consolidated net sales for the 
three months ended June 30, 1951, 
amounted to $8,981,505, resulting 
in net income after taxes of $475,- 
521 or $1.08 per common share. 


For the corresponding period of- 


1950 net sales amounted to $9,- 
264,156, and net income $415,325 
or 94 cents per common share. 

Dividends in 1950 including 
extra totalled 95 cents per share 
and 80 cents has been paid thus 
far in the current year. 

The company manufactures ca- 
pacitors and power vibrators, 
used in practically all types of 
electric, radio and_ electronic 
equipment. 


Greyhound Corporation 

“IT have been a subscriber to your pub- 
lication for 20 years and have always 
found your articles interesting, inform- 
ative and profitable. 

“I would appreciate receiving latest 
earning data on Greyhound Corpora- 
tion.” 

B.C., Springfield, Mass. 


Greyhound Corporation for the 
six months ended June 30, 1951 
showed consolidated net income of 


$4,663,123 after all charges and 
taxes, equivalent after preferred 
dividends to 48 cents a share on 
10,600,357 shares of common stock 
now outstanding. This compares 
with net income of $3,864,815 for 
the corresponding period of last 
year, equivalent after preferred 
dividends to 40 cents a share on 
9,330,090 shares of common stock 
outstanding a year ago. The in. 
crease in the number of common 
shares outstanding is due to the 
acquisition of Southeastern Grey. 
hound Lines as of December 31, 
1950. For comparative purposes, 
net income for the 1950 period 
computed on the basis of the 1951 
federal income tax rates, would 
have been 33 cents a common 
share. 

Operating revenues for the six 
months amounted to $100,677,258, 
compared with $82,155,684 for the 
same months of last year, an in- 
crease of $18,521,574 or 22%. Of 
this increase Southeastern Grey- 
hound Lines contributed $9,846, 
065. 

Bus miles operated for the 
period increased by 36,155,480 
miles, or 17%, of which Southeast- 
ern Greyhound Lines accounted 
for 25,154,979. 

Revenue per bus mile for the six 
months period increased to 40.9 
cents a‘mile from 39.1 cents a year 
ago, reflecting a gain in the num- 
ber of passengers carried and 
some further benefits from fare 
adjustments. 

Operating expenses advanced to 
36.3 cents a bus mile from 353 
cents a mile in the first six months 
of 1950. The increase was due to 
higher wage and material costs. 
Dividend rate continues at 25 
cents per share quarterly. 


Minnesota Mining & 
Manufacturing Company 
“I understand Minnesota Mining & 
Manufacturing Company is a grout 
company. Have you comparative earn- 
ings figures for the first half of the cur- 
rent year compared with the first sit 
months of 1950? What are prospects 
over coming months?” 
S. P., Portland, Oregon 


Sales of Minnesota Mining & 
Manufacturing Company for the 
first six months of 1951 amounted 
to $85.8 million compared with 
sales of $65.5 million for the same 
period a year ago, an increase 
of 30%. 





Net income before taxes totaled 
$21.5 million for the 1951 first half 
compared with $16.2 million for 
the first half of 1950. 

(Please turn to page 154) 
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PROGRESS REPORT OF INTEREST TO 
ANYONE WHO EVER BOUGHT A GALLON OF GASOLINE 


If you drive a car... ride a bus... heat your home 
with oil—in fact, whoever and wherever you are, 
this report is important to you. 


For perhaps, like many people, you may be con- 
cerned about reserves of oil. In the face of ever- 
mounting military and civilian demands and in the 
face of temporary unavailability of certain of the 
world’s oil supplies, you may wonder, ‘“‘Can the oil 
industry continue to supply the petroleum needs of 
ourselves and our friends?”’ 


The answer emphatically is “Yes.’’ And here’s 
why: 


The entire oil industry, composed of thousands 
of competing companies, has taken every practical 
means to constantly increase oil reserves both at 
home and abroad. Even in the face of the terrific 
consumption during and since World War II, oil 
reserves have been increased over a trillion gallons 
—a gain of 25% over 1941. 


Just consider the efforts of one company, as an 
example. At the beginning of this year, Gulf ear- 
marked nearly 200 million dollars to discover new 
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oil reserves, to build additional refining capacity, 
to streamline transportation and marketing facili- 
ties so we might bring more and better products 
to you. 


During the last six years alone, Gulf has spent 
more than a billion dollars to insure an ever-in- 
creasing flow of oil and its products to you and the 
nation. 


Depend upon Gulf, depend upon the progressive 
oil industry of the nation to meet your daily needs 
for oil. 
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investment Audit of 
International Nickel 





(Continued from page 128) 


10 million tons of ore annually 
will be raised in about two years 
to 13 million tons, thus further in- 
creasing the need for the company 
to find new sources of supply. 
Parallel with these activities is 
the increase in exploitation of 
lower-grade ores on a scale never 
before required by the. company. 
For this purpose, extensive altera- 
tions have been made and shafts 
extended to facilitate the mining 
of these lower-grade ores. 

To provide for these improve- 
ments, approximately $77 million 
has been spent, in the past four 
years, consisting of about 40% 
from undistributed net earnings 
and 40% from the depreciation 
and depletion reserves. An addi- 
tional amount of about $6 million 
was derived from the sale of the 
Petsamo, Finland, properties to 
the Soviet Government which took 
place at the end of the war. A large 
percentage of the $20 million orig- 
inally owed by the Soviets follow- 
ing the sale of these mines has 
been paid to the company. It is im- 
portant to note that these heavy 
expenditures were paid out of cur- 
rent resources and required no 
financing. 

International Nickel’s activities 
are far-flung. The mines are in 
the Sudbury district of Northern 
Ontario, with the company own- 
ing mineral rights to about 100,- 
000 acres in that section. Its ex- 
ploration activities, however, are 
not limited to Ontario but are 
proceeding in other parts of the 
Commonwealth. Though some of 
its largest refineries and smelters 
are located in Ontario, other im- 
portant plants are in England, 
Scotland and, in New Jersey and 


West Virginia in the United 
States. 
Reduction by 5% of the dis- 


count on the Canadian dollar as 
expressed in U. S. currency has 
had the effect of raising costs by 
an equivalent percentage, at the 
same time increasing the value 
of current assets by $3.8 million. 
Though the company does its busi- 
ness in three different countries, 
dividends are payable in U. S. 
dollars; but it also has the option 
of paying in the two other cur- 
rencies, Canadian dollars and 
sterling. 

The significance to investors of 
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the U. S.-Canadian dollar and 
British sterling ratios mainly in 
its imparting an _ international 
character to transactions in the 
stock. The chief market, of course, 
is in New York but trading in 
London is also prominent. One 
of the most important reasons for 
the comparative slowness of the 
stock during World War II was 
the control the British Treasury 
exerted over dealings in this and 
other American issues, through 
its impounding of British-owned 
securities at the beginning of the 
war. Any important change in the 
London market, therefor, is like- 
ly to have a direct bearing on the 
action of the stock in New York. 

The dividend record has been 
very stable with $2 annually hav- 
ing been paid from 1937 to 1943, 
with the exception of 1937 when 
the dividend was $2.25. Between 
1944 and 1946, payments were 
reduced to $1.60, and $2 annually 
has been paid since in the form of 
40-cent quarterly and an extra of 
40 cents. In September of this 
year, the rate was raised to 50 
cents quarterly. In view of the 
company’s liberal dividend rec- 
ord, with 90% of net profits paid 
to stockholders during the past 
decade, it is reasonable to expect 
that the current large earnings 
will produce another extra at the 
year-end. 

At the present price of about 
40, the regular return is approxi- 
mately 5%. Payment of an extra 
would naturally increase the 
yield. The present price is at 
about the high for the past 12 
years but it is worth noting that 
in 1938, when earnings were only 
half the current figure, the stock 
sold some 17 points higher and in 
1937, with earnings considerably 
below the amount estimated for 
this year, sold as high as 7334. 


The $7 preferred stock is high- - 


grade, of course, and at the pres- 
ent price of 132 yields 5.3%. Un- 
fortunately, the stock is callable 
at 120 which imparts a certain 
element of risk in the event it 
should be called. Present capital 
requirements are so large, how- 
ever, that it does not seem likely 
such action can be taken in the 
foreseeable future. 
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necessary to analyze his invest- 
ments. This requires a list of 
present market value, the length 
securities held, the purchase price, 


of time held and the “paper”’ gain 
or loss. After determining an ip. 
vestor’s prospective income tax 
bracket for 1951 and his action to 
date in selling securities, some 
program may be prepared for the 
balance of the year. 

If a net long-term gain has 
been realized to date, it may be 
advisable to retain that position 
until the end of the year, possibly 
increasing the gain if there are 
other securities with a paper profit 
which it is considered advisable 
to sell. If a net long-term capita] 
loss would be reported on the 
basis of transactions to date, it 
would be advisable, if possible, to 
realize paper profits so that the 
loss will be offset before the end 
of the year. Not only are tax rates 
increasing next year, but net 
losses reported in 1952 will offer a 
greater tax advantage. Therefore, 
the program should be to report 
gains in 1951 and defer losses, 
These recommendations must in 
every instance be qualified by 
other factors influencing any de- 
cision to retain or dispose of a 
particular security. 

In addition te preparing a 
schedule of securities owned with 
pertinent information, it is ad- 
visable to identify stock certifi- 
cates when purchased. By noting 
each certificate, number of shares 
of stock owned, it is possible to 
identify the particular shares to 
be sold. If several purchases have 
been made of stock in the same 
company, this identification sys- 
tem will permit designation of 
shares to be sold depending upon 
whether a gain or loss is desirable 
from a tax viewpoint. Therefore 
the sale of low cost lots will in- 
crease gain or reduce losses, par- 
ticularly desirable in 1951; con- 
versely, the sale of high cost lots 
will reduce gain or increase losses. 

An investor may wish to estab- 
lish a gain or loss for tax pur- 
poses yet desire to retain his in- 
vestment. Of course, the obvious 
method is a sale and immediate 
repurchase. Apart from commis- 
sion costs, such action would be 
quite effective if a gain is realized. 
However, no loss can be claimed 
if the same or a substantially 
identical security is repurchased 
within 30 days before or after the 
sale. However, the dis-allowed loss 
may be added to the cost of the 
new stock. 

A tax loss may be established 
without impairing the investmer! 
position by (1) delaying a repur 
chase more than 30 days; (2) 

(Please turn to page 150) 
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Southern California 
Edison Company 


DIVIDENDS 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 
DIVIDEND NO. 7 


CUMULATIVE PREFERRED STOCK 

4.88% SERIES 

DIVIDEND NO. 16 
The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 

2514 cents per share on the 
Cumulative Preferred Stock, 
4.08% Series; 

3014 cents per share on the 
Cumulative Preferred Stock, 
4.88% Series. 

The above dividends are pay- 
able November 30, 1951, to 
stockholders of record Novem- 
ber 5, 1951. Checks will be 
mailed from the Company's 
office in Los Angeles, Novem- 
ber 30, 1951. 

P.C. HALE, Treasurer 


October 19, 1951 


























Burroughs 


205th AND 206th CONSECUTIVE 
CASH DIVIDENDS 


A quarterly dividend of twenty cents 
ao share and an extra dividend of 
ten cents ($.10) a share have been de- 
clared upon the stock of BURROUGHS 
ADDING MACHINE COMPANY, payable 
December 10, 1951, to shareholders of 
record at the close of business, November 
9, 1951. 


Detroit, Michigan 
October 15, 1951 


SHELDON F. HALL, 
Secretary 

















Unitepo States Lines 


Company 
Common 
Stock 
DIVIDEND 





The Board of Directors has authorized 
the payment of a quarterly dividend of 
ene cents ($.50) per share payable De- 
cember 7, 1951 to holders of Common 
Stock of record November 23, 1951 who 
on that date hold regularly issued Com- 
mon Stock ($1 +. pe | of this Company. 

CHAS. DLEY, Secretary 
One Broadway, i ert 4, N. Y. 
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purchasing additional shares more 
than 30 days before the old shares 
are sold at a loss; or (3) purchas- 
ing some comparable security, 
such as a different stock in the 
same industry or a different class 
stock or bond of the same com- 
pany. 

It is advisable to consider the 
trend of the market and of the 
particular stock in deciding to 
wait more than 30 days to repur- 
chase or to purchase more than 
30 days before Sale. In a declining 
market, a sale and repurchase af- 
ter 30 days would be preferable; 
in a rising market, the new shares 
should be acquired before selling 
the old stock. To avoid any dispute 
whether a 30-day period sep- 
arated the purchase and sale, use 
the contract date for one trans- 
action and the settlement date for 
the other. 

Special rules on handling year- 
end sales should be noted. To es- 
tablish a gain in 1951, the sale 
must be made by December 28, 
whereas a loss may be reported in 
1951 even though the sale does not 
occur until December 31. This dis- 
tinction is due to losses being rec- 
ognized upon the date of sale, but 
gains being reported only upon 
the settlement date (3 days after 
sale). December 31 is also the 
crucial date for a worthless secur- 
ity which is written off as a loss 
during the year. Although some 
event earlier in 1951, such as 
bankruptcy or death leaving no 
estate, might establish the worth- 
lessness of the stock, the last day 
of the year is used for purposes of 
determining its holding period as 
a long-term or short-term loss. 

Of interest particularly to sec- 
urity dealers is a new provision in 
the tax law requiring them to ear- 
mark all securities, within 30 days 
after purchase or other acquisi- 
tion, to show whether the secur- 
ities are held for investment or 
sale. Capital gain and loss provi- 
sions apply to the former, but not 
the latter, which would be treated 
as part of inventory. Investors 
may take a hint from this legis'a- 
tion of a trend to scrutinize the 
purchase for which _ securities 
were purchased. This may extend 
to regulated investment com- 
panies, industrial concerns and 
banks which invest a large por- 
tion of surplus in securities. 

It is apparent that the tax- 


conscious invester may realize 
considerable advantage by apply- 
ing tax-saving opportunities to 
normal as well as_ year-end 
changes in his portfolio. But de. 
spite the many tax pointers dis. 
cussed, an investor should not 
overlook his investment position, 
the commission expense of a pur- 
chase or sale, the dividend due 
which may affect the market value 
of the stock, and any other factors 
which should be considered before 
taking action affecting his secur. 
ities. 





The Erupting Middle East 





(Continued from page 125) 


return for a guarantee of a heavy 
economic ‘subsidy’ from _ the 
United States. Meanwhile, the 
twisting of the British lion’s tail 
is a morale builder, especially for 
the Egyptions whose army gave 
a particularly poor account of it- 
self in the “war” with Israel. 

It will not be easy to arrive at 
an understanding with the ex- 
treme nationalists such as Mos- 
sadegh of Iran or Nahas Pasha 
of Egypt. Moreover, there is great 
danger that during the negotia- 
tions, the West’s hold upon such 
vital strategic area as the Suez 
Canal may be weakened. Also 
there is danger—and a very great 
one in view of the worsening eco- 
nomic conditions—that the ex- 
treme nationalists, such as_ the 
members of the Moslem Brother- 
hood in Egypt, or the Tudeh 
Party in Iran and other vaguely 
communist-socialist groups in 
Syria and Iraq, may get out of 
control. 

Great difficulty in negotiating 
with the Mid-Eastern _ states 
arises from the need to recognize 
how much is “concession wring- 
ing” and how much is due to the 
intense desire of the Mid-Eastern 
peoples to better themselves and 
to prove themselves equal to the 
West. After centuries of colonial 
or semi-colonial status, the Arab 
nations are dead serious in insist- 
ing on equality, full independence, 
and the right to make their own 
decisions and their own mistakes. 

Like all people with an inferi- 
ority complex, they are sensitive 
and feel that everybody is slight- 
ing them. As sincere Moslems, 
they are unquestionably against 
communism, but they also refuse 
blindly to follow everything west- 
ern, including our free enterprise 
system. Many of them, fearing 
that their countries are in danger 
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of becoming a battlefield in a 
third world war, are serious about 
being neutral. 

On the other hand, the United 
States and Great Britain would 
just weaken themselves if, be- 
cause Of a guilty conscience about 
their standard of living achieved 
as a consequence of great produc- 
tivity and technical advance, they 
agreed to what a writer to the 
London Economist recently called 
“a futile and irrational inter- 
national egalitarianism (equali- 
zation of, incomes and a welfare 
state on an international scale) 
of those people who cannot be ex- 
pected to understand the process 
of wealth creation.” The Middle 
Eastern farmer does not need 
tractors or mechanical cotton 
pickers. What is needed is a hoe 
and a better strain of seed, and 
perhaps aid in building a dam or 
a reservoir. For that, no great 
sums of money are required. 
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Companies 
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proach last year’s results of $2.78 
a share. Such a showing would 
encourage hope of repetition this 
year of a 25-cent extra dividend 
to bring the year’s payments to 
$1.25 a share. 

A company not very familiar as 
yet to investors is Halliburton Oil 
Well Cementing Co. which spe- 
cializes in cementing oil and gas 
wells and other services related 
to finishing work on these wells. 
The company is the largest of its 
kind and operates 143 centers in 
the United States and 48 bulk ce- 
ment plants. Earnings for the 
past five years have been impres- 
sive with $3.66 earned per share 
in 1947; $5.02 in 1948; $4.89 in 
1949, and $6.07 in 1950. In the 
first nine months of 1951, earn- 
ings were approximately $4.66 a 
share. The chairman of the com- 
pany has stated that revenues for 
this year would be the highest in 
history so that considerably over 
86 per share should be reported. 
The stock is on an annual dividend 
basis of $2.50 per share. An extra 
dividend of 50 cents has been de- 
tlared recently. At current prices 
of around 44, the over-all return 
66.8%. 

Lane-Wells Co. is in an ex- 
tremely interesting branch of the 
til supply industry. The basic 
product is a gun perforator which 

(Please turn to page 152) 
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» BROWNING 


Carved solid steel designed by Browning; hand-fitted, 
hand-finished, hand-engraved. This means dependability 
for the hand, and pleasure to the eye. The great practical 
advantage of smooth, finely fitted parts is worth the 


unusual manufacturing effort; wear is minimized; function 


Superposed Grade V 


is positive. Examine a Browning . . . Be your own judge. 


Superposed Grade I 










Browning SUPERPOSED Shotgun 


( Over-Under ) 





Five Grades in $200, $300, $400, $500, $600 classes. 


Choice of choke combinations: Full, Improved Modi- 
fied, Modified, Improved Cylinder, Skeet, Cylinder. 


Models for Trap, Skeet, Field, Marsh. 
12 or 20 gauge. 


Perfect GIFT 
for 
Christmas 
Retirement 
Birthday 
Anniversary 





pb ROWNIN G. Grrest in Soames 


MADE IN BELGIUM 


Write Dept. 26 for illustrative literature. 
Browning Arms Co., St. Louis 3, Missouri, U. S. A. 
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= Crown CorK & SEAL 
¥ . COMPANY, INC. 


PREFERRED DIVIDEND 


The Board of Directors has this day declared 
the Regularly Quarterly Dividend of fifty cents 
($.50) per ne on the $2.00 Cumulative Pre- 
ferred Stock of Crown Cork & Seal Company, 
Inc., payable December 15, 1951, to the stock- 
holders of record at the close of business 
November 20, 1951. . 


The transfer books will not be closed. 


COMMON DIVIDEND 
The Board of Directors has this day declared 
a Dividend of twenty-five cents ($.25) per 
share on the Common Stock of Crown Cork & 
Seal Company, Inc., payable November 28, 
1951, to the stockholders of record at the close 
of business November 7, 1951. 
The transfer books will not be closed. 
WALTER L. McMANUS, Secretary. 


October 25, 1951. 




















DIVIDEND NOTICES mo 


DEBENTURE: The regular quarterly 
dividend of $2.00 per share on the De- 
benture Stock will be paid Nov. 1, 1951, 
to stockholders of record Oct. 22, 1951. 
“A’”” COMMON and VOTING 
COMMON: A quarterly dividend of 
30 cents per share on the ‘A’? Common 
and Voting Common Stocks will be paid 
Nov. 15, 1951, to stockholders of record 
Oct. 22, 1951. 

A. B. Newhall, Treasurer 
Dewnioon Mlanupachning So. 


Framingham, Mass. 

















INVESTMENT COMPANY 
OF ILLINOIS 


8 4 TH CONSECUTIVE 
DIVIDEND 
ON COMMON STOCK 


The Beard of Directors declared 
a regular quarterly dividendon 
the Common Stock of 40 cents 
per share, payable December 
1, 1951, to stockholders of 
record November 15, 1951. 

D. L. BARNES, JR. 


Treasurer 


October 18, 1951 


Financing the Consumer through na- 
tion-wide subsidiaries — principally : 


Public Loan Corporation 
Loan Service Corporation 
Ohio Finance Company 


General Public Loan 
Corporation 
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(Continued from page 151) 
is used in piercing oil well cas- 
ings and oil-bearing formations 
in oil wells. Other tools and prod- 
ucts relating to the servicing of 
the oil industry are also manufac- 
tured. A new process has been de- 
vised which permits the exten- 
sion of the life of the older wells 
and this is considered a factor of 
new and growing importance in 
the oil industry. 

Earnings have been quite satis- 
factory in the past few years, 
ranging from $2.34 per share in 
1947 to $3.12 in 1950 (based on 
a two-for-one split). The com- 
pany earned $1.53 in the first half 
of 1951 and present indications 
are that earnings for the full year 
will exceed those of 1950. :Divi- 
dends, including extras, of $1.50 
per share are being paid. With 
the stock selling slightly under 20. 
the vield is about 7.5%. 

Another company benefitting 
importantly from the refinery ex- 
pansion program is Worthington 
Pump & Machinery Corp., not usu- 
ally associated with the oil field 
supply group. This company is a 
producer of a wide variety of 
pumps and Diesel engines as well 
as other kinds of apparatus used 
by the oil industry. Unfilled orders 
stood at more than $91 million at 
the end of June, equivalent to pro- 
ductive capacity for about nine 
months. Sales for the year are pro- 
jected at about $122 million and 
net profit is expected to approxi- 
mate last year’s showing of $5.70 
a share. With benefit of a moderate 
year-end extra, dividends this year 
may exceed $2 a share. 


Although prospects for repre- 
sentative stocks in the oil equip- 
ment group are quite reassuring, 
considering the essentiality of the 
products manufactured and the 
strategic position of the industry 
served, prices have not advanced 
nearly as much as those of typical 
oil stocks. This disparity is readily 
understandable, for oil producers 
have been favored by investors in- 
terested in holding the stocks as 
hedges against inflation. Equip- 
ment issues have been handi- 
capped at times by sudden curtail- 
ment of drilling operations when 
crude oil production has reached 
excessive levels. Some observers 
also doubt that the recent rate of 
improvement can be maintained 
if a peaceful solution of the dis- 
pute between Great Britain and 
Iran should be reached. Neverthe- 


less, stocks in this group generally 
offer a generous return and the 
promise of long range growth. 





Safety Factor for Dividends 
In Corporate Expansion 
Programs 
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soared 61.5% to $51.2 million, 
lifting the ratio to gross property 
account from 5.8% to 7.5%, 
With further sizeable expansion 
planned, both property account 
and annual depreciation charges 
are bound to increase. 

Among smaller companies, we 
find similar trends. Union Bag 
and Paper Co. for instance re- 
veals, between 1947 and 1950, a 
52.6% increase in gross property 
value, a 16% gain in depreciation 
reserves and a 136% rise in an- 
nual depreciation charges. The 
latter’s ratio to gross property 
nevertheless has remained exactly 
the same, at 3.3%. This is some- 
thing of an exception. Usually the 
ratio has increased, as can be seen 
from the appended tabulation. 

While percentagewise the rise 
in last year’s depreciation allow- 
ance seemed big, it actually 
amounted to only $2.6 million, as 
against $2.08 million in 1949 and 
$1.1 million 1947. But it is likely 
to go still higher since the com- 
pany at the year-end had commit- 
ments outstanding amounting to 
approximately $2.5 million for 
further plant improvements. 

Chrysler is another instance 
where depreciation charges have 
been materially raised by accele- 
rated depreciation of certain as- 
sets. Thus in 1950, total charges 
of $19.9 million included $5.35 
million of accelerated deprecia- 
tion. Without the latter, the de- 
preciation item would have been 
little changed from 1947 when it 
came to $13.5 million. These fig- 
ures do not include amortization 
of tools, dies, jigs and fixtures for 
which $10.7 million was charged 
to cost during 1950. 

Chrysler’s gross property ac- 
count between 1947 and 1950 rose 
64% to $262.4 million; the depre- 
ciation reserve increased 64.4% 
to $92.5 million while the percent- 
age gain in annual depreciation 
charges was 47.4%. In relation to 
gross property, the latter’s ratio 
was 7.6% last year, an actual de- 
cline from the 8.4% figure ol 
1947. These figures, however 40 
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not include amortization of tools 
etc. 

During the last decade, gross 
plant of Radio Corporation of 
America almost doubled and net 
plant account rose by 202%. Since 
1947 alone, gross property in- 
creased over 35% and the depreci- 
ation reserve 68%. For deprecia- 
tion of plant and equipment, $8.87 
million was allowed last year, 
$1.85 million more than in 1949 
and 125% more than the $3.5 mil- 
lion charged off in 1947. The ratio 
of annual depreciation to gross 
plant account rose to 5.1% from 
3.8% in 1947. 

Neither this nor any of the 
cther ratios shown in our tabula- 
tion can by any means be called 
excessive. Were it not for tax 
reasons, depreciation allowances 
probably would have been further 
raised by many companies, taking 
advantage of boom conditions and 
high earnings to carry the write- 
offs of forced postwar growth 
down to a comfortable basis. To 
some extent this has been done, 
naturally, as the rise in ratios 
between 1947 and 1950 shows, 
and this furnishes some cushion 
against future earnings decline 
since the ratio can always be re- 
duced again, should this prove de- 
sirable. 

Under normal conditions, a 
small depreciation allowance is 
favored by most companies be- 
cause that means greater earn- 
ings, and by the Government be- 
cause it means higher taxable 
profits. Because of the latter con- 
sideration, the Government has 
consistently opposed tax law 
changes that would permit faster 
depreciation of equipment, or to 
depreciate on basis of replace- 
ment costs. And because of hig*»er 
replacement costs, business has 
consistently been agitating for it, 
but without success except in so 
far as emergency amortization of 
defense facilities is concerned. 

The latter is again done exten- 
sively, to judge by the growing 
number of certificates of necessity 
that have been issued. To the ex- 
tent that such facilities can also 
be used for civilian production, 
the profit implications — both 
short range and long range—are 
dbvious. But apart from such spe- 
dal situations, the financial sig- 
nificance of the accumulation of 
sharply higher depreciation allow- 
ances in corporate hands generally 
should not be overlooked. 

Depreciation reserves of course 
are necessary but until they are 
ised for replacement of worn-out 
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or obsolescent facilities, they con- 
stitute tax-free earnings which 
can be put to work in many ways 
—as working capital, to finance 
further expansion, for debt repay- 
ment, for research or any other of 
the many possible corporate uses 
which are bound to strengthen a 
company’s position. And to the ex- 
tent that depreciation reserves 
strengthen cash positions, they 
should also tend to stabilize divi- 
dends. 





A Realistic Appraisal of 
Huge Order Backlogs 





(Continued from page 117) 


as great as expected. This has a 
very direct bearing on dividends 
since profits of substantial propor- 
tions may reasonably be antici- 
pated under such conditions, and 
disbursements therefore well 
maintained. 

However, it should not be fig- 
ured that unusually large amounts 
in dividends can be paid, for many 
of the companies which have been 
flooded with new orders have been 
forced to find new facilities in or- 
der to translate these orders into 
products. This has meant the con- 
struction of new plants, the en- 
largement of old ones, and the 
purchase of new equipment and 
tools. Quite often this entails new 
financing which otherwise would 
not have been necessary. It is true 
that under certain conditions, 
companies may apply for certifi- 
cates of necessity in order to erect 
new plants and thus receive im- 
portant tax benefits and higher de- 
preciation allowances. Neverthe- 
less, such allowances do not pre- 
clude the possibility of eventual 
over-capacity when the crisis is 
over and the backlogs have di- 
minished. It can be seen that high 
backlogs can and do create new 
problems. 

All in all, it is pertinent to state 
that from the investor’s view- 
point, heavy backlogs should only 
be a short-term consideration and 
should not be over-rated as a fac- 
tor in conservative investing. The 
task still remains for the investor 
to weigh this factor against the 
more fundamental considerations 
of management capabilities. finan- 
cial strength, dividend history, 
and long-term earnings and 
growth potential. These will re- 
main the final criterions of invest- 
ment values long after abnormal 
backlogs have disappeared. 














IMPERIAL OIL LIMITED 
56 Church Street 
Toronto 1, Ontario 


NOTICE TO SHAREHOLDERS AND 
HOLDERS OF SHARE WARRANTS 


A dividend of 35¢ per share in Canadian 
funds has been declared on the outstand- 
ing shares of the Company payable De- 
cember 1, 1951. Registered Shareholders 
of record November 1, 1951 will receive 
dividends by cheque. Dividends in re- 
spect of share warrants will be paid on 
or after December 1, 1951 by The Royal 


Bank of Canada on presentation of 
coupon number 77. 
Transfer books will not be closed. Divi- 


dends payable to non-residents may be 
converted into foreign currencies at the 
rate prevailing on date of presentaton. 
Holders of bearer share warrants are 
reminded that they have the right to con- 
vert their bearer warrants into share 
certificates registered in their names. Divi- 
dend cheques, annual and interim re- 
ports, notices of meetings, and other 
information affecting the Company will 
then be sent direct to the shareholder. 
These advantages are not available to 
bearer warrant holders, who have to rely 
for such information on published adver- 
tisements. Such conversion can be effected 
by sending beorer warrants with covering 
letter of direction by registered or in- 
sured mail to the Secretary's Department 
of the Company at 56 Church Street, 
Toronto 1, or to the Co-transfer Agents, 
Montreal Trust Company, 511 Place d’- 
Armes, Montreal 1, or the Bankers Trust 
Company, 16 Wall Street, New York 15. 
There is no charge by the Company or the 
Co-transfer Agents for this service. 


BY ORDER OF THE BOARD 


Colin D. Crichton, 
General Secretary 


October 18, 1951. 
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COMMON DIVIDEND 


The Board of Directors 
has declared a quarterly 
dividend of seventy-five 
cents (75¢) per share on the 
Common Stock, payable 
November 15, 1951 to 
stockholders of record at 
the close of business Oc- 
tober 26, 1951. 


R. L. LINGELBACH 
Secretary 
October 25, 1951 
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Union CarBipeE 


AND CARBON CORPORATION 


4 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable Dee. 1, 
1951 to stockholders of record at 
the close of business Nov. 2, 1951. 


KENNETH H. HANNAN, 
Secretary 











CARBON COMPANY 


One-Hundred and Twentieth 
Consecutive Quarterly Dividend 
plus Special Dividend 


A quarterly dividend of 50 cents per 
share and a special dividend of 25 cents 
per share will be paid December 10, 
1951 to stockholders of record Novem- 
ber 15, 1951, at 3 P. M. 

LYLE L. SHEPARD 


Treasurer 











DIVIDEND NOTICE 


SKELLY OIL COMPANY 


The Board of Directors has 
today declared a quarterly 
cash dividend of 75 cents 
per share on the common 
stock of this Company, also 
» an extra cash dividend of 
25 cents per share, both 
payable December 5, 1951, 
to stockholders of record 
at close of business Octo- 
ber 30, 1951. 


Cc. L. SWIM, 
Secretary 








Oct. 16, 1951 




















“A Family of 
Famous Names” 


AKG? 


MANUFACTURING 
CORPORATION 


The Board of Directors of Avco 
Manufacturing Corporation has 
declared a quarterly dividend of 15 
cents a share on the Common Stock 
payable December 20, 1951, to 
stockholders of record November 
28, 1951. 

R. S. Pruitt, Secretary 


420 Lexington Ave. 
New York 17, N.Y. 














October 26, 1951 
CONTINENTAL 
Cc CAN COMPANY, Inc. 


A regular quarterly dividend of fifty 
cents (50¢) per share on the common 
stock of this Company has been declared 
payable December 15, 1951, to stock- 
holders of zecord « a close of busi- 
ness November 23, 


LOREN R. ——— Secretary 
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Answers to Inquiries 





(Continued from page 146) 


Federal and state taxes for the 
six months ended June 30 were 
estimated at $13.4 million, or near- 


| ly twice the $7.2 million for the 


like period last year. 

Net income after taxes and pre- 
ferred dividends declined to $7.9 
million for the first six months of 
this year compared with $8.8 mil- 
lion for the same 1950 period, re- 
flecting higher Federal tax rates 
and higher material and labor 
costs. 


Recent Earnings 


Share earnings for the first six 
months of 1951 were equal to $1.00 
a share on the common stock com- 
pared with first half 1950 earnings 
of $1.11, adjusted for the four-for- 
one stock split in January of this 
year and an increase of 65,914 
common shares outstanding over 
June 30, 1950. 

In the June quarter, sales were 
$41.4 million compared with $33.3 
million for the June quarter of last 
year. Results of second quarter 
operations are included in the con- 
solidated financial summary. 

Operations during the second 
half of this year should follow 
closely the general pattern of in- 
dustrial activity. As an important 
supplier to most of the major in- 
dustries, Minnesota Mining & 
Manufacturing operations will re- 
flect the accelerating shift from 
civilian to defense production. 
Since 3 M products play an impor- 
tant part in defense as well as civ- 
ilian production, prospects over 
seven: months continue favor- 
able. 


New Products 


The company has developed 
some new products recently and is 
also contemplating expanding in 
the chemical field. These chemicals 
are called “fluorochemicals’, they 
are carbon compound with a high 
percentage of flurorine. Better 
dyes, auto lubricants and coolants, 
plastics, fire extinguishers, deter- 
gents, pharmaceuticals, resins, 
coatings, photographic film, re- 
frigerants, solvents and a host 
of other products may result from 
these. The company has started 
making the new compounds very 
recently in semi-commercial quan- 
tities for the first time. 


THE MAGAZINE OF WALL STREE! 


The growth record of the com. 
pany has been exceptionally good, 

Dividends last year totalled 80 
cents per share and 75 cents has 
been paid thus far in the, current 
year. 





As | See It! 





(Continued from page 109) 


Egypt. They rear their heads 
where East-West interests clash, 
exploiting conditions of poverty 
and ignorance to unsettle native 
Governments and further Mos. 
cow’s cause. 


All this constitutes a manifold 
threat, against which the West so 
far has not yet been able to evolve 
an effective defense, partly for the 
reason that the West finds it diffi- 
cult to agree on strategy. As Korea 
shows, we have decided to resist 
“little wars” but the outcome so 
far is inconclusive. We have been 
trying to meet political warfare 
by political counter-measures, 
with varying success. Our main 
policy apparently is to hold the 
line until the West gets strong 
enough to call Moscow’s bluff, but 
in this line there are still many 
gaps, offering the Kremlin oppor- 
tunities for disruptive action. 


Chances for Soviet Exploitation 


There remain in the Far East, 
especially, many chances for Sov- 
iet exploitation, including Anglo- 
American differences on China and 
Britain’s desire to see a competi- 
tive Japan trade with China rather 
than with South East Asia. Such 
programs as Point Four and the 
British Colombo Plan have been 
designed with basic economic and 
social problems in Southeast Asia 
in mind to counteract communist 
influence in that vital part of the 
world. But shoring up this un- 
stable area is going to take more 
money, more imagination and 
more effort. The very same is true 
if the line is to be held successfully 
in Europe. Both areas have become 
a permanent problem for the 
United States and will remain s0 
even if an armistice is reached in 
Korea. In that event, and barring 
an over-all settlement according 
to Russian ideas which is unthink- 
able, we have no other choice than 
to continue our efforts of building 
up western strength, for new 
trouble spots are almost certain 
to arise. 
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STREE! 


ADJUST YOUR INVESTMENT PROGRAM 


—to take advantage of new investment bargains 


As you know, individual stocks do not reach their 
best buying prices all at once ... that is why our 
specific recommendations WHEN TO BUY each issue 
-—HOW LONG TO HOLD IT—and the price at which 
to TAKE PROFITS—can be of the greatest dollar 


value to you. 


Every dollar of your invested capital will be affected 
by the inception of a new advancing market phase. 
featuring new leaders, special situations and hitherto 


neglected issues. 


Growth companies strategically situated in both civil- 
ian and defense production, expanding output. in- 
creasing earnings to support rising dividends. Medium 
priced stocks where enhancement potentials have been 
made more dynamic by stock splits or recent solution 
of obstacles so that net income should rise even after 
higher taxes. Sound low priced shares of companies 
who are achieving new earning power and industrial 
status through aggressive and resourceful manage- 


ment for long term growth and fortune building. 


This is a particularly strategic time to secure the 
advantages of our service, because we believe that the 
readjustment in value of “blue chips”—and the dy- 
namic quality of emerging individual specialties—are 
creating opportunities for above average capital gains 
-looking to 1952. 


THREE DIVERSIFIED PROGRAMS COMPLETE 
IN ONE SERVICE 


—For Backlog Investments 
—For Appreciation with Income 
—Low Priced Shares for Large Pecentage Growth 


The Investment and Business Forecast brings you 
three, prudently diversified programs to meet your 
every objective. All are provided under your single 
enrollment. 


ADDED FEATURES INCLUDE... 


Consultation by Wire and by Mail... To keep your portfolio on a 
sound basis, you may consult us on 12 securities at a time . 


by wire and by mail. 

. Weekly review and forecast of vital happen- 
ings as they govern the outlook for business and individual 
industries. 


Business Service . . 


Washington Letter . . . “Ahead-of-the-news” weekly reports from 


our special correspondent on legislative and political develop- 
ments weighing their effects on business and securities. 


Enroll now — to secure our special recommendations 
for BETTER-THAN-AVERAGE PROFITS, and con- 
tinuing advice telling you exactly when and what to 
buy so that you may derive the utmost gain and in- 
come. AND, if you will send us full data on your pres- 
ent holdings and cash position you will receive our 


advice at once—WHAT TO SELL—WHAT TO HOLD. 


You are invited to take advantage of our Special 


Enrollment Offer which provides FREE SERVICE to 














December 3rd. Mail the coupon below . . . today. 
Wal Coupon —_ —-—----—~— + FREE SERVICE TO DECEMBER 3 + —-—--—----— : — 
| | 
Joday. | \ THE INVESTMENT AND BUSINESS FORECAST | 
i of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. | 
me | I enclose [1 $60 for 6 months’ subscription; [J $100 for a year’s subscription. | 
Sp ecial Offer | (Service to start at once but date from December 3, 1951) y 
MONTHS’ SPECIAL MAIL SERVICE ON BULLETINS 
Air Mail: $1.00 si ths; 2.00 Tel h liect i ticipati f 
G sevice SOD tte eet ne mee Oh eeeet oe ie meet 
Special Delivery: (] $4.00 six months to buy and when to sell...when to ex- 
MONTHS’ | C) $8.00 one year. pand or contract my position. | 
a ot. dle a ereemeneiineninnn neers ! 
Complete service will start at Le ROO REES EOD  DPOP SPT OPE OPN TID INP MET SRS eT oa Rl eS Ona Rc NE 
| I 
once but date from December 3. | City State | 
Subscriptions to The Forecast ] Your subscription shall not be assigned at List up to 12 of your securities for our ] 
ible for tax purposes. any time without your consent. initial lytical and y report. 
are deductible f purp i | 


NOVEMBER 3, 1951 


155 








Ee SS = 


Amenican-Standard 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared, 
payable December 1, i951 to stock- 
holders of record at the close of business 
on November 21, 1951. 

A dividend of 25 cents per share and a 
special dividend of 50 cents per share on 
the Common Stock have been declared, 
payable December 15, 1951 to stock- 
holders of record at the close of business 
on November 21, 1951. 


AMERICAN RADIATOR & STANDARD SANITARY 
CORPORATION 


JOHN E. KING 
Vice President and Treasurer 


| 

















To Protect Your Profits ‘You Need, 
Especially Now the 


1001 CHARTS 


in the New November Issue of 


GRAPHIC STOCKS 


The most comprehensive book of stock 
charts ever published . . . shows 


e Monthly Highs and Lows 

e Annual Earnings 

e Annual Dividends 

e Latest Capitalizations 

@ Monthly Volume of Shares 

e Stock Splits—Mergers—etc. 
(See charts on pages 129, 130, 131) 


GRAPHIC STOCKS 


The amazing book of stock charts, will 
help you make quick and profitable de- 
cisions. Says a subscriber, an executive 
in one of the largest brokerage houses in 
New York, “I never buy or sell a stock 
without first checking its action in your 
book of charts.” 

It gives you the complete market history 
of virtually every stock actively traded 
on the New York Stock and Curb Ex- 
shanaes, for nearly 12 years to November 
1, 1951. Off the press about November 10. 


ORDER TODAY FOR PROMPT DELIVERY 


SINGLE COPY (Spiral Bound)............ $10.00 
Yearly (6 Revised Issues)................ 50.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 























Major Turn or Technical 
Correction? 





(Continued from page 111) 


victory in the British election. 

In our view, the general 1952 
prospect, assuming no global war, 
is neither dynamically good nor 
particularly bad. Industrial pro- 
duction and national income prob- 
ably will trend gradually and 
moderately higher at least 
through much of, perhaps all of, 


the first half. They may well trend 
gradually and moderately down in 
the second half. Full-year produc- 
tion and income probably will be 
a little above this year’s. Full-year 
earnings and dividends figure to 
be moderately lower, but not 
widely so. If stocks are medium- 
high on this prospect, they are not 
extremely so—and it is premature 
to worry too much about 1953. 
Finally, good stocks are more 
strongly held by institutional and 
individual investors than ever be- 
fore; and there is no great specu- 
lative position to be liquidated. 
If you are in the position that 
we have for some time advocated, 
the present situation calls neither 
for selling stocks—unless they are 
over-speculative in quality — to 
raise reserves further, nor for 
putting any of existing reserves 
back into stocks. You can look 
forward in due time to selective 
buying opportunities in an over- 
sold market, which is the primary 
purpose for having reserves. 


Monday, October 29. 





For Profit and Income 





(Continued from page 137) 


erally a deliberately-intended func- 
tion of capitalization. Burroughs 
Adding Machine, 1814 at this 
writing, is a good low-price stock 
to earmark for opportune buying 
during market weakness. Under 
the present more aggressive man- 
agement, this is no longer the 
former “sleepy situation.” Sales 
and pre-tax income are likely to 
record new peaks this year. The 
tax boost may hold earnings close 
to or a shade under 1950’s $1.60 
a share. They could improve, with 
tax stability, in 1952. Dividends 
are expected to continue at a 90- 
cent annual rate. There is no 
hurry about buying the _ stock, 
which sold as low as 12%% as late 
as the summer of 1950. 





BOOK REVIEW 





THE BUSINESSMAN’S BOOK 
OF QUOTATIONS 


Selected and Edited by 
RALPH L. WOODS 


How many times in your business or 
civic career do you hunt unsuccessfully 
through your memory or your library 
to find just the quotation you need to 
round out a speech, article, or letter? 


THE MAGAZINE OF WALL 


Here, at last, is the book prepared spe. 
cifically to fill this need. The first book 
of its kind, The Businessman’s Book of 
Quotations will help you, the American 
businessman, to better understand, ex. 
plain, and defend the economic system 
in which you play so vital a part. 

These 1,500 quotations on nearly 200 
subjects will stimulate your thining and 
increase the effectiveness of what you 
write and say. Selected with great care, 
these are challenging quotations on 
widely differing.aspects of every phase 
of economic and business life. Ranging 
from a few words to several paragraphs, 
they cover such topics as advertising, 
pensions, capital, the welfare state, col- 
lective bargaining, prices, taxes, picket- 
ing, strikes, planned economy, socialism, 
deficit spending, social security, and 
many other subjects constantly on the 
lips of businessmen, labor leaders, and 
politicians. 


McGraw-Hill $4.00 


THE NEW SOVIET EMPIRE 
By DAVID J. DALLIN 


In this book a leading world author- 
ity examines the new Soviet Empire 
that has arisen as the result of the 
historic victory of the second World 
War. Much of the information has 
never appeared in print before; it is 
derived from personal interviews with 
people who have direct knowledge of 
how the ruling classes of Soviet Russia 
actually live, the medical care they 
command, how they travel, how they 
rise and fall in the hierarchy. These 
are revealing glimpses into unknown 
aspects of life in the Soviet Union 
and its satellites, and they have their 
part in the profound changes that Mr. 
Dallin discerns in the party line and 
doctrines as a result of the war. There 
is a new emphasis on the Russian as 
against the other nationalities of the 
Soviet Union, a reappearance of slo- 
gans and views long thought dead with 
the tsarist past. A once-hated imperi- 
alism has been revived with new trap- 
pings and aims far removed from the 
austerities and renunciations of other 
years. 

Mr. Dallin provides an amazing 
panorama, combining great and small 
issues that go far to explain the para- 
doxes in both the internal and external 
policies of Soviet Russia. Born in op- 
position to “exploitation” of peoples it 
has since taken over vaster areas of 
the non-Russian world than the Pan- 
Slavs dreamed of, while the Western 
“imperialists” have relinquished three- 
quarters of the territories they for- 
merly held. Soviet present and future 
courses with regard to the United 
States are charted with the clarity and 
very likely the prescience that have 
made Mr. Dallin unique among all the 
historians of the Soviet Union. 

David Dallin has been one of the 
most far-sighted historians of these 
last years. His seven books which have 
been published in this country since 
1942 have disclosed the deep-set, under- 
lying patterns of Soviet history and 
purposes. They have predicted the con- 
flicts in Europe and Asia that we wit- 
ness today, and with calm precision 
explained the “riddle wrapped in 4 
mystery inside an enigma” that has 
been so baffling to so many. For exam- 
ples of his predictions, see the back 
of this jacket. 


Yale University Press $3.75 
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NEXT BUYING 


ZONE... 


... now in the making 


UCCESSFUL investment in the months 
ahead and throughout the important 
presidential election year of 1952, demands 
that you keep abreast of changing forces af- 
fecting your holdings—and have the courage 
to reduce your position in fully priced shares 
to be ready with buying power to secure real 
investment values at opportune levels. 

Every company whose shares you own will 
have its net income and normal dividend pay- 
ing ability changed by the upward revision in 
corporate tax and surtaxes. Some stocks have 
scored outstanding gains and are now ap- 
proaching profit taking levels. On the other 
hand a number of sound listed issues, because 
they are still undervalued or have only re- 
cently solved restricting problems—will repre- 
sent excellent opportunities for income and 
growth in the next buying zone which is now 
in the making. 


STRATEGIC AND IMPORTANT POINT 
TO REVISE YOUR INVESTMENT HOLDING 


The present—NOW-represents a particular- 
ly strategic time to recheck every individual 
security you own, as well as the investment 
policy YOU are following, in relation to cash 
reserves, income productivity, inflationary 
versus deflationary factors and other influ- 
ential forces. 

Such reappraisal must be searching and 
factual, and must avoid personal emotions 
and subjective considerations. 

It is a difficult task for any individual in- 
vestor. Rather it is a job for an organization 
of well trained, seasoned experts in the vari- 
ous phases of investment analysis. 
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MANAGING YOUR SECURITIES 


Just as any business venture rises or falls by 
reason of management—so the healthy expan- 
sion—or the shrinkage—in your capital and 
income are governed by the competence and 
nature of the management of your investment 
account. 

Capable management must construtt a bal- 
anced portfolio, soundly diversified as to type 
of security, nature of business, geographical 
location and political influences. 

It must plan to produce an income return 
to meet your individual needs and to provide 
a degree of safety to fit your personal cir- 
cumstances. 

Proper supervision of securities should 
anticipate dangers ahead and take steps to 
protect principal against loss. It should see 
new opportunities developing and set up a 
program to participate fully in income and 
profit benefits to be derived. 


Investment Management Service takes the 
initiative in advising you when any change 
should be made in your personal investment 
holdings You would be relieved of worry, 
effort and research and would never be left 
in doubt as to your market position. It is this 
alert, unbiased counsel which clients have 
renewed vear in and year out. 

NOW, with the market in a difficult phase, 
you should investigate this Service, by taking 
advantage of the special invitation below. 





INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 
A background of forty-four years of service 


90 Broad Street 


New York 4, N. Y. 








National’s Stran-Steel Division produces the Quonset— 
**America’s most useful building” 


The world-famous Quonset was conceived and produced by Stran-Steel 
Division in answer to the needs of America at war. 


It met the requirements for an all-purpose building that was strong, rigid 
and durable yet simple to erect . . . a building suitable for all climates and 
for efficient shipment to all parts of the world. More than 150,000 Quonsets 
were produced by Stran-Steel for our armed services. 


Since the war, this triumph of Stran-Steel engineering and mass production 
has been applied even more successfully to America’s building needs. 
A complete line of versatile Quonsets now serves agriculture, industry 
and commerce across the nation . . . now makes available to America at 
large the basic Quonset benefits of strength, durability, quick erection 
and economy. 


Stran-Steel Division of Great Lakes Steel Corporation is one of the principal 
subsidiaries of National Steel . . . one of the reasons why America today 
knows National Steel as a leading producer of steel. 


CORPORATION 


PITTSBURGH, PA. 


NATIONAL STEEL 


GRANT BUILDING 


SERVING AMERICA BY SERVING AMERICAN INDUSTRY 


NATIONAL 
STEEL 


MAJOR DIVISIONS OF NATIONAL STEEL 


STRAN-STEEL DIVISION. Unit of Great Lakes 
Steel Corporation. Plants at Ecorse, Michigan, 
and Terre Haute, Indiana. Exclusive manufac. 
turer of world-famed Quonset buildings and 
Stran-Steel nailable framing. 


GREAT LAKES STEEL CORPORATION, Detroit, 
Michigan. The only integrated steel mill in the 
Detroit area. Produces a wide range of carbot 
steel products . . . is a major supplier of al 
types of steel for the automotive industry. 


WEIRTON STEEL COMPANY. Mills at Weirton 
West Virginia, and Steubenville, Ohio. World’ 
largest independent manufacturer of tin plate} 
Producer of a wide range of other importan 
steel products. 


HANNA IRON ORE COMPANY, Cleveland, Ohio 
Produces ore from extensive holdings in Greal 
Lakes region. National Steel is also participat 
ing in the development of new Labrador-Queb 

iron ore fields. 


THE HANNA FURNACE CORPORATION. Bila: 
furnace division located in Buffalo, New York 


NATIONAL MINES CORPORATION. Coal mine 
and properties in Pennsylvania, West Vit 
ginia and Kentucky. Supplies high grade metal 
lurgical coal for National’s tremendous ne 


NATIONAL STEEL PRODUCTS COMPANY, Houston 
Texas. Recently erected warehouse, built b 
the Stran-Steel Division, covers 208,425 squ 
feet. Provides facilities for distribution of steq 
products throughout Southwest. 














